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you can’t collect on 


Vital! That’s the word for your accounts 
receivable and other accounting records. So 
vital, that 43% of the firms who lose these 
records to fire are unable to resume busi- 
ness. Why? Because you need them to prove 
your loss — collect your insurance. 

So don’t gamble! Protect your irreplace- 
able records in insulated SAFE-FILE® Ledger 
Trays. Certified by Underwriters’ Labora- 


tories Inc. to withstand temperatures 
reaching 1850°F for up to two hours, this 
“point-of-use” full-time protection offers fur- 
ther saving by reducing your accounts 
receivable insurance premiums. 

Don’t delay! Write today for your FREE 
copy of “You Can’t Collect On This” 
(SC774) to Room 1322,315 Fourth Avenue, 
New York 10, New York. 


Remington. Bland 
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The Two-Hour 
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a relatively short course in certain important aspects of 





MANAGEMENT METHODS FOR ACCOUNTANTS 
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PARTIAL LIST 
OF SUBJECTS 


Four aps,“ of 
prediction 
Decision-making 
methods 


Methods for planning 


Scatter diagrams with 
built-in confidence limits 


Predicting changes in 
long-term trends 


Special costs for special 
purposes: 

Opportunity costs 
Marginal costs 

Direct costs 
Controllable costs 
Variable costs 

Imputed costs 


Principle of exceptions 
Financial planning 
Business relationships 


and lags 
Trend analysis 
Standards and deviations 


Public accountants who want to provide broader management 
services to clients 


Private accountants who want to serve management better and prepare 
for top management positions, and 


Others who aspire to top management positions 


e This new [AS MANAGEMENT TRAINING COURSE teaches 
how to understand and use the tools of business measurement. 
Knowledge of these tools is essential to the accountant who wishes 
to serve management better, and such knowledge is just as 
essential for a manager or any business employee who 
has management aspirations. 
e The advanced subjects are taught by graphic methods. 
No mathematical knowledge beyond business arithmetic is required. 
A wealth of illustrative examples and numerous diagrams 
simplify the explanations. 
e The complete course consists of 55 study assignments, each 
with an examination to be solved and submitted for correction and 
gtading by CPAs and returned to you with a model solution. 
e The subjects covered are: 

Basic Accounting — 25 assignments 

Economics — 10 assignments 

Management Control — 20 assignments 
e Either or both of the first two sections may be eliminated 
(with a corresponding reduction in tuition) by those who have 
had recent equivalent training and have no need for 
refresher courses on those subjects. 
e The IAS MANAGEMENT TRAINING COURSE is available 
to individuals and also to firms which are interested in enrolling 
a group of employees at a special group discount. 
e If you would like further information about the course and 
a complimentary copy of one of the Management Control 
assignments, address your letter to the Secretary, IAS, 
at the address below. 
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Editorial material in THE CONTROLLER is 


selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controliers Institute of America 





1. To establish, coordinate and matntain 
through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together 
_ the necessary procedures to effectuate the 
plan. 





2. To measure performance against approved 
operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required, 


3. To measure and report on the validity of 
the objectives of the business and on the effec- 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 


4, To report to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 


5. To interpret and report on the effect of 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental influ- 
ences as they affect the operations of the 
business. 


6. To provide protection for the assets of 
the business. This function includes establish- 
ing and maintaining adequate internal conirol 
and auditing, and assuring proper insurance 
coverage. 
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System for efficient accounting. 





w. H. Dyson, Controller of 
Technicraft Laboratories. 


FAST GROWING Technicraft Laboratories, Inc. relies on a modern National 


THIS NATIONAL “CLASS 31” handles posting and proving work rapidly and accurately. 


“Our @alional System 
saves us ‘0,000 a year... 


pays for itself every 12 months!” 


—Technicratt Laboratories, Inc., Thomaston, Conn. 


“Since 1947 we have grown from four 
employees to our present total of 
160,”’ writes W. H. Dyson, Controller 
of Technicraft Laboratories, Inc. ‘‘In 
order to cope with this rapid expan- 
sion, we installed our present National 
Accounting System. In the first year of 
operation alone it saved us over $5,500! 

“We use our ‘Class 31’ for all Ac- 
counts Receivable (including invoices) 
and Accounts Payable, in addition to 
general ledger and payroll accounting. 
Payroll work that used to require 214 


days is now accomplished in one-half 
day—despite the continual increase 
in personnel! 

“Our National has also practically 
eliminated posting errors and provides 
us with accurate, up-to-the-minute 
records. By saving us valuable time 
and greatly increasing our account- 
ing efficiency, 
our National HUG, 

System pays for 
itself every 12 
months!” 


Controller, Technicraft 
Laboratories 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


989 OFFICES IN 94 COUNTRIES 








A National System can streamline 
your accounting operation, too. Na- 
tionals quickly return their cost through 
savings, then continue these savings as 
added yearly profit. For full details, 
consult your nearest National repre- 
sentative today. He’s listed in the yellow 
pages of your phone book. 


#*TRADE MARK REG. U.S. PAT. OFF. 


Sational 
ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 











CONTROLLERSHIP IN GERMANY 


Editors, THE CONTROLLER: 


I am a great admirer of management 
methods as they are practised in your 
country. It is true that German companies 
have increased their productions vastly 
during recent year. Nevertheless in our 
business organization there is a lack of 
taut connection between authority and re- 
sponsibility, as well as job descriptions 
and a qualified training of the officials. 
The problems of short-time and long-time 
planning have been greatly neglected. 

As I am very much interested to know 
how the American houses solve this prob- 
lem, Professor H. Rittershausen of the 
Cologne University, has instructed me 
with the thesis concerning the subject of 
“Financial Planning in the American In- 
dustry.’” In our seminaries we have some 
excellent works about accounting and the 
problems of management, yet there is 
much intuitive material missing about 
how the financial planning actually works 
in your industry. 

Above all I have not the opportunity to 
read your excellently recommended pe- 
riodical, THE CONTROLLER, which is of 
many interesting pages, as it is not to be 
had at the German universities. 


Therefore I sincerely beg to ask you to 
be so kind as to let me have some copies 
of your periodical of the last few years, 
if possible, which will be of interest to 
me in handling of my theme, at a reduced 
rate. The German students generally have 
to earn the costs of their studies during 
their term vacations and such is the case 
with me. Our earnings represent about 
the same in dollars as are paid in your 
country, although we are paid in German 
marks. As the rate of exchange is 4.20 for 
a dollar, it is expensive for me to buy 
books and periodicals in your country. I 
should be very much obliged to you if it 
would be possible for you to meet me in 
price. 

I have decided on this theme because it 
is only possible to cast aside communis- 
tical ideas by reaching a higher standard 
of living and in order to reach this aim 
the European industry must take up the 
managing leadership of your country, 
which has been so prominently adopted. I 
should like to contribute a little in this di- 
rection for, by good financial planning, 
bad house-keeping is omitted and the cap- 
ital runs into the right channels. 

Perhaps it would be possible for you to 
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let me hear your suggestions as to what 
periodicals are specially suited for my 
theme, by which faults on my part could 
be avoided. 


JOACHIM SIEVERS 
Riehler Str. 31a 
Koln, Germany 


Your subject can be very broad or it can 
cover one of many specialized aspects. All 
articles which appear in THE CONTROLLER 
are written for financial executives on some 
phase of financial management and I am 
sure that you can understand the difficulty 
we face in trying to decide what to send 
you. Nevertheless, we are enclosing com. 
plimentary copies of several reprints which 
should give you some general introductory 
material, 

We strongly urge you to ask the dean of 
your school or the librarian to enter a sub- 
scription to THE CONTROLLER because in 
this way you and all other students can be 
assured of seeing the same material that 
is read by financial executives of practically 
every major company in the United States. 
The regular one-year subscription price of 
THE CONTROLLER 7s $6.00 per year but 
educational and library subscriptions are 
available at $4.00 per year, plus 50 cents 
additional for foreign postage. 

—The Editors 


THE FEMININE VIEWPOINT 


Editors, THE CONTROLLER: 

We are all very pleased with the nice 
piece you did on our employment policies 
and results in the January 1957 issue of 


THE CONTROLLER. We are planning to | 


show your beautiful magazine to members 


of our Board when they meet next week. | 


Let me congratulate you on the hand- 
some makeup of the magazine. It makes 
an excellent impression even though the 
material in it is beyond my scope. Thank 
you for being so kind as to give us the 
two copies. 


JULIETTE B. KAHN 

Publicity Director 

Federation of the Handicapped 
211 West 14th Street 

New York 11, N. Y. 


BAJ—POET 


Editors, THE CONTROLLER: 

The December 1956 issue of THE CON- 
TROLLER contained a poem, written by 
BAJ entitled “On Ending a Univac Ori- 
entation Course.” This subject is of pat- 
ticular interest to us at this time and we 
would very much like to reproduce a lim- 
ited number of copies for distribution to 
our Systems and Procedures group. If it is 
possible for you to grant us this favor, we 
will follow our usual practice of repfo- 
ducing the article in full, with appropriate 
credit to BAJ and THE CONTROLLER. 


ROBERT W. MEYERS 
American Smelting & Refining Company 
New York 
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Editors, THE CONTROLLER: 


By way of introduction, may I say that 
for many years past, I have taken an active 
interest both in the practical and academic 
side of the field of cost accounting. I am 
an examiner for the Australasian Institute 
of Cost Accountants, and I have made 
several published contributions to cost ac- 
counting theory and practice in Australia. 

One of the subjects of the various 
Australian technical colleges which are af- 
filiated with the Institute of Cost Ac- 
countants is the subject of “Economics of 
Business Enterprise.” In effect this is an 
extension of the work done by Professor 
Clark in his ‘Studies in the Economics of 
Overhead Costs.’’ Many valuable contri- 
butions have been made since the publica- 
tion of that work and it is felt that for 
our Australian needs a more up-to-date 
textbook is required. My proposal is that 
this should take the form of ‘Readings in 
Business Economics” which would consist 
of selected articles from various journals 
and periodicals with an appropriate com- 
mentary. For this work my collaborator 
will be a member of the Economic teach- 
ing staff of this College who will be taking 
up a teaching fellowship at the University 
of Illinois for one year in September 1957. 

I have discussed this matter with the 
management of the Law Book Company 
of Australia who publish many texts in 


“READINGS IN BUSINESS ECONOMICS” 


use in Australian colleges and they are 
quite receptive to the idea. I may add that 
the Law Book Company has published a 
text written by me, which is now being 
widely used in cost accountancy classes 
throughout Australia. 

Over the past few years many valuable 
articles in this proposed field have been 
published in your journal, and I would 
like to be able to use some of these, with 
suitable acknowledgements, in the manner 
outlined and I am making this tentative 
approach to you as to whether such a pro- 
posal would be acceptable. 

I have discussed this matter with other 
prominent members of the governing 
council of the Institute of Cost Account- 
ants and I am confident that such a pro- 
posed text would be sponsored by that 
body. 

Your co-operation in this matter will be 
greatly appreciated. 


E. H. JONES 

Head, Department of Commerce 
Perth Technical College 

Perth, W. Australia 


The technique you suggest is being used 
to an increasing extent in this country for 
the same reason. We should be very happy 
to cooperate in this venture by granting per- 
mission to reproduce some of our material 


(with appropriate credit). _—The Editors 
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COST-CONSCIOUS CONTROLLERSHIP 


Editors, THE CONTROLLER: 

I was interested to note the attached 
motto in the office of a corporate con. 
troller recently. It is an interesting form 
of “‘controllership” and I thought you 
would like to bring it to the attention of 


your readers. 
Y.E.D. 





IF IT COSTS MONEY 
FORGET IT 











AMA HANDBOOK 


Editors, THE CONTROLLER: 

Thank you for granting us permission 
to reprint material from THE CONTROL- 
LER. We are using “Pricing a New Prod- 
uct” by Joel Dean from the April 1955 
issue in the handbook being prepared for 
distribution at our forthcoming confer- 
ence on “Commercializing Research Re- 
sults” and we shall send you two copies of 
the book when completed. 


ARNOLD DOLIN 

Assistant Editor 

American Management Association 
New York 


ERRATUM 


Editors, THE CONTROLLER: 

And now, inquiry arising from confv- 
sion, as it must to all editors, comes to 
rou! 

The excellent article on “Tax High- 
lights of 1956” by Dr. Landman begin- 
ning on page 22 of the January issue of 
THE CONTROLLER has the following sen- 
tence on page 23: 


“Limitation on Retirement Income was 
increased from $1,200 to $1,500.” 
(Ref. P.L. 398) 


Schedule K of form 1040 for 1956 
does not recognize any such change. How 
come ? 


W. H. SWINNEY 
St. Simons Island 
Georgia 


Editors, THE CONTROLLER: 

Item 70 in my “Tax Highlights of 
1956” in THE CONTROLLER (page 23, 
January 1957) is in error only as to the 
retirement credit. P.L. 398 in its final 
form as enacted left its limit at $1,200.00. 
Numerous people have communicated 
with us about it. I regret this error 0¢- 
curred. 


J. HENRY LANDMAN 
Attorney at law 
New York 


And so do we! 


—T he Editors 
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Brains for “Brains” 


Some years ago, Philip Murray, the late labor leader, de- 
cared, ‘I do not know of a single, solitary instance in which 
a great technological gain has taken place in the United 
States of America that has actually thrown people out of 
work. I do not know of it, I am not aware of it, because the 
industrial revolution that has taken place during the past 25 
years has brought into the employment field an additional 
20 million people.” 

That viewpoint continues to be pertinent as we read in a 
year-end statement by Thomas J. Watson, Jr., president of 
International Business Machines Corporation, that within a 
decade it will be necessary to train 170,000 specialists to 
operate the 10,000 electronic “‘brains’’ that will be in use in 
this country by 1966. Mr. Watson attributed the industry's 
sensational postwar growth to a “wholly new range of elec- 
tronic products.” 

“Such equipment, geared to the elimination of the dull 
and repetitive tasks of office workers, will free these people 
for more interesting and creative jobs,” he said. 

The quotations above provide a challenge for top man- 
agement. As emphasized by Lowell H. Hattery recently in 
Advance Management, top management should take a di- 
rect personal responsibility for guiding the feasibility study 
and the eventual installation of an automatic data-processing 
system. To insure a smooth and effective transition to auto- 
matic data processing, Mr. Hattery recommends that man- 
agement: 


1. Require interdepartmental analysis of potential ap- 
plications; 

2. Establish full-time working teams for detail studies; 

3. Attend sessions of these teams; 

4. Assure the participation and full understanding of 
staff groups; 

5. Organize seminars at each management level; and 

6. Give full support to successful installation. 


These comments logically lead to a reference to ‘‘Ap- 
praising the Economics of Electronic Computers,” recently 
published by Controllership Foundation, research arm of 
Controllers Institute. In this straightforward, easily under- 
standable book, Frank Wallace, partner of Peat Marwick, 
Mitchell & Company, has presented an approach for a com- 
pany to determine the feasibility of acquiring a computer. 











Most businessmen are ‘computer conscious” in varying 
degrees, as Mr. Wallace points out. They have heard fore- 
casts that a company must have an electronic computer in 
order to survive and whether this is true or not, there has 
been concern among many executives in both large and 
small companies. Mr. Wallace’s helpful report does not at- 
tempt to give all the answers, but it does provide a point of 
view, and an approach that can be helpful in planning ac- 
tion—whether that action is to acquire a computer or ‘‘take 
a rain check”’ pending further developments in this rapidly- 
expanding field. The subject of electronics—and this con- 
cise, practical report—deserves careful consideration not 
only by corporate controllers and financial executives but by 
all members of the top management team. 


Plant Decentralization Grows 

Because of the vulnerability of our large cities to possible 
enemy attack on the one hand, and the need to overcome 
rising production and distribution costs on the other, plant 
dispersal and decentralization trends are more evident each 
year. According to one specialist in plant location, Leonard 
C. Yaseen, at least 96 out of every 100 new plants built in 
the United States in 1957 will be located outside of metro- 
politan areas. Smaller communities will welcome this de- 
velopment which is a continuation of the trend of recent 
years. During 1957, a rise of at least five per cent is foreseen 
in the construction of plants and addition of new equip- 
ment. This is on top of an increase of 27 per cent in 1956 
over 1955. At present, the large cities’ share of new fac- 
tories is approximately 65 per cent of the 1945-1950 period. 


Gearshift . or Shiftless 


In an effort to catch up with accumulated reading, we 
recently shifted from some lengthy and weighty reports to a 
series of short items published in Management Briefs by 
Rogers, Slade & Hill, New York management consultants. 
It was quite a shift (pun noted) as we believe you will 
concede after reading the following paragraph: 

‘‘Many men have a natural scale of values by which they 
can work very well, but they are helpless if they are called 
to work in a larger area, with a bigger scale. Some men never 
rise higher than foreman because they cannot deal with more 
than a score or two of people at a time. Some will always be 
petty shopkeepers because they are panic stricken by any 
figure over $1000. But a really able mind can switch readily 
from the finest scale to the broadest one, and vice versa. 
More than one top executive has stepped from mere depart- 
ment management to corporate leadership without a break 
in his stride. And conversely, most of the men we know who 
deal coolly and casually in millions are equally at home with 
cost analyses where the significant figures begin three places 
east of the decimal point. Napoleon could turn in an instant 
from planning the maneuver of armies to prescribing the 
posting of a single guard at a warehouse door.”’ 


—PAUL HAASE 
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An Approach to Selecting 
Economic Buying Quantities 


Norman E. Lang 


This paper deals generally with the 
basic cost factors involved in the daily 
buying operation in every purchasing of- 
fice. However, a new dimension is added 
by not only recognizing the cost of the 
purchasing function, but as well, the in- 
tangible and often hidden cost associated 
with inventory possession. Every purchase 
incurs both of these costs in a wide range 
of relative mix depending upon quantities 
ordered. If the two cost factors were of 
equal weight, the problem would be sim- 
ple, however, the purchasing cost remains 
relatively static on each order, whereas the 
inventory possession cost varies in almost 
direct proportion to the volume of pur- 
chases. We propose to deal herein with a 
simple method of plotting a fix on the 
point of lowest combined costs for a wide 
range of quantities which would still give 
us the inventory we need at the right time 
and place to operate our business. 


HE UNITED SraTEs, for the last five 

years, has gone through a production 
spree and as a result of the tremendous 
momentum created, even a slight drop-off 
in general business conditions will force 
inventories up at a rapid rate. This mo- 
mentum, which vitally affects the buying 
function, is the direct result of pressure 
on purchasing during the build-up cycle 
and the reluctance of operations to recog- 
nize the validity of downward business 
trends. 

With the problem of national rising in- 
ventories facing us and certain problems 
in our own backyard, we thought perhaps 
a new approach to the buying problem 
might help purchasing people to develop 
a cost consciousness many times repre- 


1. The cost of purchasing itself beyond 
those functions which are not affected 
by volume of purchases; 

2. The ever-present cost of maintaining 
title to inventory purchases or inven- 
tory possessions ; and 

3. The classic element of cost represented 
by variable unit costs associated with 
volume of purchases. 

While it is recognized that in many 
cases the purchase volume of products is 
often beyond the control of purchasing 
agents, particularly in those cases where 
the agents merely perform the function of 
selecting the supplier and arranging for 
delivery, etc., it does not in any way de- 
tract from the problem of how much, how 
often to buy. Somebody is responsible- 
and this somebody is the person to which 
this paper is directed. 

Traditionally, the purchasing function 
is influenced by a desire to, at all costs, 
have the right inventory on hand at the 
right time, in the right shape, size and 
dimensions, at the best available price, 
and let’s admit that this set of criteria 
tends toward having more inventory on 
hand than is rightfully required. 

Why is it sound to buy a year’s suppl) 
of a minor usage item and completely un- 


Cost factors of buying 
and intangible costs of 


inventory possession 


sound to buy a year’s supply of a major 
consumption item? There has to be a 
reason. 

The reason is that frequent ordering in 
small amounts minimizes the cost of in- 
vestment in inventory, but tends to in- 
crease unit costs and the cost of the or- 
dering function even though we may issue 
orders on a blanket basis. 

On the other hand, infrequent ordering 
in large amounts minimizes the cost of 
ordering and many times offers very at- 
tractive quantity discounts, but simul- 
taneously increases the exposure to high 
inventory and all its attendant costs. 


THE OPTIMUM ORDERING QUANTITY 
Somewhere in between the two ex- 
tremes mentioned above lies the optimum 
ordering quantity which differs materially, 
depending upon the average requirements, 
and is the only complicated phase of de- 
termining the answer we are looking for. 
What should our buying program be? 
I have seen many write-ups and articles 
which deal with this ‘subject but they are 
so complicated with formulae that I can’t 
make much sense out of them. We have 
attempted to omit all complicated formu- 
lae from our approach to this problem. 
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sented primarily by unit-cost savings 


eral Accounting and of the American Machine & Foundry’s 
through large-volume buying. 


Committee on Data Processing. He has spoken before NACA 
and SAM meetings and numerous purchasing associations 
COST ELEMENTS on flexible budgets, economic buying and standard costs. 

In evaluating the elements of cost in- 
herent in the purchasing function, we 








have advanced the theory that the cost ele- THE CONTROLLER 
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Area of Theoretical Optimum 





Ordering Value 


For purposes of developing the answer 
to the basic question above, we have as- 
sumed that the cost of issuing a purchase 
order would be $10 each (the general 
range is from $5 to $15 each), which in- 
cludes the clerical cost of buying, receiv- 
ing and inspection. The complementary 
phase of cost we refer to is the cost of 
inventory possession and includes a va- 
riety of costs such as interest, loss of 
profit, insurance, taxes, etc., which boils 
down to approximately 2% per month 
(the general range is from 114% to 
214%). 


MATHEMATICAL DETERMINATION 

We have considered this basic prob- 
lem of determining the optimum by ask- 
ing our central research organization to 
mathematically determine, in the form of 
a simplified buying chart, the theoretical 
optimum buying level for a wide range 
of monthly dollar requirements. 
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This buying chart, as shown in Figure 
I, as built up by our research organization, 
provides the optimum buying point for a 
wide range of requirements and as well, 
furnishes the monthly ‘‘penalties’’ (and 
by penalties we mean the monthly costs 
over and above the cost level at the op- 
timum buying level) for buying more or 
less than the suggested optimum. In every 
case, the cost is composed of the pro rata 
cost per month for issuing purchase or- 
ders at $10 each, and the proper amount 
of inventory possession cost based upon a 
2% (per month) levy on average inven- 
tory on hand at the buying level indicated. 

Let’s assume that we have a monthly re- 
quirement for a specific material which 
adds up to $1,600 per month, and the sup- 
plier for this particular material does not 
offer any quantity discounts. Let’s further 
assume that we ignore the buying chart, 
which specifies an optimum of $1,300 
per order, and decide to order in lots of 
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$200 each. Example A following, indi- 
cates what happens: 


EXAMPLE A 
Ordering cost — 8 orders of $200 each, or 


$1,600 in total X $10 per order $80.00 
Average investment in inventory, or 

$200 + 2 = $100 X 2% per month 2.00 
Total cost per month $82.00 





Now let’s assume we again ignore the 
buying chart, which specifies an optimum 
of $1,300, and order in lots of $6,000 per 
order. Example B indicates what happens: 


EXAMPLE B 


Ordering cost — 3.2 orders a year of 
$6,000 each, or $32 — 12 months gives 


us a monthly cost of $ 2.67 
Average investment of $6,000 + 2 or, 

$3,000 @ 2% 60.00 
Total cost per month $62.67 


The monthly cost if we bought the op- 
timum quantity of $1,300 (Figure I) pet 
order would be as follows: 

(Continued on page 140) 
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Forestalling the 


Wayne G. Broehl, Jr. 


or CONTESTS are traumatic experi- 
ences for management. And the con- 
tinuing rash of such struggles has brought 
home strongly the need to assess lurking 
snares in healthy companies. The number 
of potential danger spots in the best-man- 
aged company is often surprising. Reflec- 
tive thinking on some of these points 
should not only destroy management com- 
placency; it should also, and more impor- 
tantly, alert company officials to preven- 
tive action. (Preventive action may elimi- 
nate the need for remedial action.) 


SCOTCHING THE GENERAL OPINION 

Tt is easy to underestimate the impact of 
recent contests on the public. The Ameri- 
can loves a fight, especially one between 
two clear-cut sides. Our traditional two- 
party political system has keyed us to 
think in terms of a single “in group” and 
a single ‘‘out group,” and to expect the 
outs to replace the ins from time to time. 
Interestingly, insurgent groups in many 
proxy contests have taken an essentially 
political approach; a “turn-the-rascals- 
out” plea appears to have wide popular 
appeal. 

But little or nothing in the concept of a 
corporation makes it inherently amenable 
to a political approach. The corporate 
proxy machinery is not just a special adap- 
tation of political mechanisms to give us 
“industrial democracy” to match our po- 
litical democracy. The attempt to equate 
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College, specializing in top management organization and 
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structor in management training pregrams. Dr. Broehl has 
written for many professional publications and is the author 
of a management study “Trucks, Trouble and Triumph.” 


Proxy Battle 


the two has been pretty well discredited 
in the field of 7 i relations; now it 
seems necessary to make the philosophic 
issue much more clear cut in the case of 
the stockholder’s relation to the corpora- 
tion. Recognition of this underlying ques- 
tion will go far to dispel the notion that a 
proxy contest is like a national election ex- 
cept on a slightly smaller scale. 

This problem is aptly illustrated by the 
fact that insurgent groups in several cur- 
rent contests have little or no experience 
in the industries involved. Incumbent 
management's first reaction is to laugh: 
“Why, how could Mr. ‘X’ run this rail- 
road (machine-tool company, mail order 
house, etc.) ? He doesn’t know the first 
thing about it.” Then, if the cards go 
against the incumbents, their complacency 
turns to outrage: “How could the stock- 
holders be so stupid?” 

Actually, a defeat may be largely the re- 
sult of incumbent management's poor 
stockholder relations both before and dur- 
ing the contest. Most stockholders in a 
given company tend to assume that men 
of diverse occupations could readily man- 
age it. After all, do not men of diverse oc- 
cupations make equally good national or 
local political leaders? The stockholder 
notes that generals can retire into top jobs 
in industry, and that companies pirate men 
from other companies far outside their 
own industries. And such pirating may be 
wise if (1) it is planned and (2) the man 
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Spotting and shoring up soft 
spots which might be attacked 


pirated has or can be taught the necessary 
skills for a particular job. 

But insurgent contestants often lack, 
and cannot be taught, the skills they need 
for the jobs they seek, so, the analogy to 
political democracy falls down. The stock. 
holder, however, may not readily recog. 
nize this, and is not apt to uncritically 
adopt incumbent management's reasoning 
once a contest starts. 


EDUCATING THE SHAREHOLDER 

It would, therefore, seem wise for a 
company to educate its shareholders con- 
tinuously to its special management needs, 
and to stress the great value to the com- 
pany of skilled incumbents with extensive 
company experience. 

This directly implies the need for a 
stockholder education program besides a 
stockholder communication program. The 
level of stockholder understanding of cor- 
porate management seems abysmally low 
in many cases. Even presumably informed 
members of the financial community too 
frequently take an essentially short-run 
view. If a stockholder cannot be educated 
to a company’s long-term needs, and if he 
does not exercise responsibilities as well 
as rights, perhaps he should not be a stock- 
holder. In fact, perhaps our whole drive 
to broaden the base of stock ownership is 
more sentimental than rational. A com- 
pany derives no magic advantage from 
merely increasing the number of its stock- 
holders. Stockholders should be added 
only if they will benefit the corporation, as 
well as vice versa. 

More specifically, all companies might 
appropriately consider several policy ques- 
tions. True, the chance of an actual con- 
test is often remote. But perhaps no pub- 
licly owned corporation is completely im- 
mune from stockholder dissatisfaction. 

The operational application of corpo- 
rate objectives has changed considerably 
since the Dodge vs. Ford case 35 yeats 
ago. Recent decisions on corporate giving 
suggest that the legal conceptualization 
may soon catch up. Pending a definitive 
suit, however, it would behoove manage- 
ment to stay alert in respect to corporate 
activities substantially removed from “typ- 
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ical” company business. This alertness 
should be channeled in two important di- 
rections: (1) Toward continuing assess- 
ment of the legal ramifications of various 
corporate activities, and (2) toward corol- 
lary communication to the shareholders of 
the necessity and desirability of the activ- 
ities in question. 


SELECTING A DIRECTOR 

Something of the same thinking should 
govern the choice of new board members. 
Many incumbent directors have been sub- 
jected to personal abuse and character as- 
sassination during proxy fights. For this 
reason, it will probably be increasingly 
difficult to persuade good men to accept 
directorships. Management can, however, 
mitigate the danger of personal abuse by 
ensuring when a director is appointed that 
the reasons for his appointment become 
reasonably well known. Such an approach 
might tend to prevent some poor choices 
—choices based not on a man’s abilities 
but on selfish or personal motivations. It 
might also strengthen management's case 
if a contest subsequently develops. It 
would seem wise, incidentally, to explore 
the rationale of past board selections 
against a possible need to defend them 
later. 

There is an interesting set of problems 
at the other end of director selection. One 
of the raider’s frequent targets is the eld- 
erly director. Age per se is certainly no 
indication of strength or weakness, but 
nevertheless directors are often consider- 
ably older than operating executives. A re- 
cent survey by the American Society of 
Corporate Secretaries showed the average 
age of directors in all companies studied 
was 54 years; the top of the range was 78 
years. More important, this survey found 














only six per cent of these companies made 
any provision for compulsory retirement 
of directors. 

As compelling as may be the reasons 
for choosing as a director a man past 65, 
the decision would seem extremely difh- 
cult to defend against a challenge. It is 
even more difficult if the company has a 
compulsory-retirement policy for operat- 
ing executives and line employes. 

A closely related point is that an incum- 
bent management will often be accused in 
a contest of being ‘“‘hide-bound”’ and over- 
conservative. Too often this charge con- 
tains elements of truth. Raiders are often 
attacked for appearing to advocate a par- 
tial—or complete—"'spin-off” of — 
rate assets. But sometimes a spin-off is 
long overdue—conservatism or nostalgia 
or tradition has clouded the judgment of 
the incumbent management. The fiduciary 
concept is quite different as applied to a 
board of directors than as applied to a 
bank trust officer. Directors must not only 
conserve corporate assets, but also put 
them to their most fruitful use. If it is 
even remotely conceivable that lack of a 
formal director-retirement policy may 
breed narrow overconservatism, perhaps 
such a policy should be considered. 

One problem in board operation stems 
from the fact that today’s board is essen- 
tially its own checker and auditor.* The 
division manager's work is checked inde- 
pendently by the division controller, and 
the chief executive officer’s decision at 
least implicitly by the corporation con- 
troller; but the board, typically subject to 
no outside evaluation, is in the incongru- 
ous position of being its own alter ego. 
Except for annual audits, private analyses 
by management consultants and a few 
halting public efforts by several independ- 
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ent agencies, it checks and evaluates its 
own actions. But a compelling need exists 
for full-scale independent evaluations car- 
ried through within the corporate frame. 
work. In earlier articles** I have advo. 
cated formation within each board of an 
evaluation committee, composed of inde- 
pendent board members, to make an an- 
nual management evaluation and submit it 
directly to the stockholders. Perhaps this 
notion is a bit too idealistic and, therefore, 
premature. But the need remains. 


REDUCING CONFLICT OF LOYALTIES 


Another interesting problem evolves 
around the conflicting loyalties that many 
proxy contests bring out. Once such a con- 
test develops, insurgents typically throw 
sentiment to the winds, discarding old 
loyalties if they conflict with new goals. If 
management elects to fight the contest 
through, therefore, its defenders risk 
brutal attacks on their competence and 
possible loss of their reputations. Further- 
more, the insurgents may win—in which 
case the defenders face possible loss of 
their jobs. Thus fear of personal loss in- 
trudes on basic questions of policy, and 
the contest may be tipped by a power play 
rather than stockholder determination. 
Therefore management is strongly tempted 
to compromise if the outcome is in doubt. 


STOCK-OPTION PLAN 

' Closer association of management with 
ownership can reduce this conflict of loy- 
alties. A stock-option plan for executives 
is an excellent device to this end; a sizable 
stock interest tends to deter management 
from compromises based on personal in- 
terest. But such a plan must be handled 
with great care and wisdom and hedged 
about by rigorous restrictions to prevent 
abuse. One that is carelessly handled or 
poorly explained to  stockholders—as 
many have been—is more likely to hurt 
than to help; in fact, more than one proxy 
battle has been partly the result of an un- 
wise or poorly explained option plan. 
However, the stock option’s advantages 
seem to outweigh its disadvantages, and 
its more extensive use should help prevent 
proxy contests. 

Much has been written in recent months 
about stockholder-relations programs. The 
last word has not been said, however, and 
much can be done in this area. Forthright 
and adequate information is much more 
effective than a slick-cover multicolored 
annual report. Unfortunately the stock- 
holder-relations program has often been 
gimmicked up by publicity agent tech- 
niques, with little thought of the essential 
needs involved. 


*See Broehl, “Independence in Control,” 
The Controller, June 1955, p. 267, for a more 
extended discussion. : 

** See “Independence in Control,” op. ¢é#. 
and “Are Proxy Battles Symptomatic?”, Man- 
agement Review, August 1955, pp. 515-518. 
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INSTITUTIONAL INVESTORS 

A particular aspect of this program per- 
haps needs emphasis. Of all outside stock- 
holders, institutional investors are perhaps 
best qualified to judge company perform- 
ance and understand long-run needs. 
Probably no group better appreciates good 
management. One would therefore hope 
that institutional investors would be prom- 
inent in stockholder actions and commu- 
nications. Unfortunately, they are often 
not; to the contrary, they tend to be silent 
on any corporate issue that may involve a 
public stand. a 

The prime reason is that many institu- 
tions (especially insurance companies and 
mutual funds) fear they may be accused 
of exercising undue control of corpora- 
tions. Burned so often by governmental 
inquisitions, they often act on the premise 
that discretion is the better part of valor. 
The vacuum they leave is filled by other 
investor groups that exert influence dis- 
proportionate to their holdings. It would 
seem appropriate, therefore, for manage- 
ment to encourage interest, participation 
and voting by the institutional investor, 
and to be willing to defend it against un- 
warranted attack. 


THE CONTROLLER’S ROLE 

Finally, the controller's role in pre- 
venting proxy battles cannot be overem- 

hasized. The concept of modern con- 
trollership (see page 102 of this issue) 
developed by the Committee on Ethics and 
Eligibility Standards of Controllers Insti- 
tute is significant. Point three calls on the 
controller “‘to measure and report on the 
validity of the objectives of the business 
and on the effectiveness of its policies, or- 
ganization structure and procedures in at- 
taining those objectives.” Point five says he 
should “interpret and report on the effect 
of external influences on the attainment 
of the objectives of the business . . . to 
include the continuous appraisal of eco- 
nomic and social forces and of govern- 
mental influences as they affect the opera- 
tions of the business.’’ Reconsideration of 
the previous subjects for thought in this 
article in the light of this concept points 
up the controller's singular responsibility 
in the proxy-battle area. One might even 
consider the controller the stockholder’s 
“minister without portfolio.” For if he is 
performing his broader function of evalu- 
ating objectives, policies and external in- 
fluences, he will call attention to potential 
problems in stockholder relations long be- 
fore they become actual problems, breed- 
ing actual discontent. 

The corporate secretary is usually re- 
sponsible for stockholder relations, but 
the controller, by the nature of his func- 
tion, is in the best position in the whole 
corporation to critically examine policy 
and give the board and the chief operating 
officer an independent and balanced ap- 
praisal. 

The stakes are high. . 
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Roger R. Crane 


HOT TOPIC CURRENTLY in manage- 

ment circles in the United States is 
operations research. The subject has been 
‘given a great deal cf publicity through 
many articles, seminars and conferences 
particularly during the last year. Fortune 
devoted an article to this subject in its 
February 1956 issue, and few major con- 
ferences on management subjects these 
days are held without at least one talk on 
operations research. 

In a brief discussion of this subject it 
will be difficult to contribute much more, 
if anything, to your knowledge of this 
field than you must already have obtained 
from your acquaintanceship with these ar- 
ticles. There may be one point of view, 
however, which is particularly important 
to you which has not been stressed in the 
past. It covers: 


1. What does operations research mean 
to the controller of the corporation? 

2. What should it mean and what 
should he know about it? 

3. What should he do about it, if any- 
thing? 


A few words about the origin of the 
phrase and the development of OR today 
may be in order. Considerable confusion 
seems to exist about the distinction be- 
tween research techniques and the re- 


Operations Research in Industry 


search function. Finally, a few comments 
are in order on the relationship between 
OR and the controller of a corporation. It 
would ke misleading you if I were to say 
that a relationship has been clearly estab- 
lished at this time. It has not. But some 
comments kased upon present experience 
may, nevertheless, be useful here. 


CEFINITION 

OR is just what the name implies. It is 
research on operations. By research is 
meant scientific research; that is, research 
utilizing recognized scientific principles 
and techniques. By operations is meant the 
operations of organizations. You are all 
familiar with the meaning of the word or- 
ganization as it relates to your own com- 
panies. Your company is an organization 
and its operations are the subject of this 
scientific research. These operations may 
be of many kinds: the movement of ma- 
terial through the plant, the physical dis- 
tribution of products, the process of sell- 
ing these products, the decision-making 
and planning activities of company execu- 
tives. All these are operations and there- 
fore potential subjects for scientific re- 
search. Remember, however, that while 
all operations are potential subjects of re- 
search, the effectiveness of research varies 
considerably from one set of operations to 
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What does OR mean to the 


corporate controller? 


another and experience in the direction of 
this research is essential to its successful 
pursuit. Not all operations are suitable, 
practical subjects for study at this time. 


HISTORICAL DEVELOPMENT 

The phrase OR is generally considered 
to have originated in Great Britain about 
1939 at the beginning of World War II 
in connection with the research work car- 
ried out by certain civilian scientists for 
the military. These scientists, who were 
initially involved in the development of 
such new electronic devices as radar, trans- 
ferred their skills and attention to the 
study of the use of these devices rather 
than their design. This transfer of atten- 
tion ultimately led to the study of the tac- 
tics involved in the use of this equipment 
and hence into scientific research on mili- 
tary operations. 

This work was successful. It was fol- 
lowed by similar activities in other 
branches of the military in Great Britain 
and in the United States armed forces 
soon after their entry into World War II. 
By the end of the war this activity had 
firmly established itself under the name 
“operations research” in the United States 
and “‘operational research” in Great Brit- 
ain. Large groups of scientists were busily 
and successfully engaged in the organized 
and orderly application of scientific meth- 
ods to military operational problems of a 
wide and diverse nature. 

It seemed evident to the scientists en- 
gaged in this work that similar successes 
might also be achieved through the appli- 
cat‘on of scientific methods to business 
problems. This, of course, cannot be con- 
sidered an entirely original idea. Early in 
the twentieth century various leaders, pat- 
ticularly in the field of industrial engi- 
neering, had advocated and used scientific 
methods in the solution of industrial prob- 
lems. The development of OR added mo- 
mentum and greater emphasis on scientific 
training to this field. It took OR a num- 
ber of years after World War II to estab- 
lish itself as a significant element in 
American industry. That it is a significant 
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“Why make out 


invoices?” 


Taking pictures of customer orders with a 
Recordak Microfilmer eliminates typing some 
300 invoices daily . . . speeds order handling 
.. . saves $5,000 per year for Co-op Electric 
Supply Company, Chicago. 

This short cut may work for you, too. 


(1) Customer orders—on catalog order blanks, post- 
cards or letterheads—are stapled to self-mailing printed 
forms as soon as received. When order is packed, total 
cost of merchandise and shipping charges is entered 
and totaled on the form. 

No more duplicate or triplicate invoice typing. 

Machine posting is eliminated. 

Recordak microfilming lets the customer’s own order 
go back to him as part of the bill! 


(Subsidiary of Eastman Kodak Company) 





SS ROUTINES—NO. 20 IN A SERIES — 
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(2) Picture of customer’s order and Co-op form 
(still stapled together) is made instantaneously in a 
Recordak Microfilmer for 's¢. The film copy is the 
office record. The originals go out as the invoice. 


Co-op Electric—and the many companies which have 
adopted this system—call it the fastest, easiest, and 
lowest cost invoicing system by far. In addition, hours of 
filing work are saved . . . space requirements are cut 
as much as 99%. Double-check your routines with a 
Recordak Systems Man soon—no obligation at all! 
“‘Recordak” is a trademark 
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a ween Gentlemen: Please send free copy of ‘Short Cuts That Save Millions.” 
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element today can hardly be questioned. 

In 1951 the Operations Research So- 
ciety of America was formed and shortly 
thereafter, in 1952, the Institute of Man- 
agement Sciences was organized. Both 
groups have the objective of developing a 
science of management. In the last five 
years many corporations in the United 
States have used or are using OR. In- 
cluded in this group are such corporations 
as American Machine and Foundry, the 
Chesapeake and Ohio Railway Company, 
the Cleveland Electric Illuminating Com- 
pany, General Electric, Pillsbury Mills, 
Eli Lilly and Company, National Supply 
Company, Nekoosa-Edwards Paper Com- 
pany, Mead Corporation and Sears, Roe- 
buck and Co. Many of the major manage- 
ment consulting organizations in the 
United States have established OR groups. 
Few, if any, are the major corporations 
that have not become aware of this de- 
velopment. 


RESEARCH TECHNIQUES 
AND THE RESEARCH FUNCTION 

In the literature which is available on 
operations research much has been de- 
voted to the “how” of OR—how certain 
industrial problems can be solved. This 
leads to a description of techniques. Tech- 
niques are frequently mathematical and 
complex and almost invariably not under- 
standable in themselves to management 
people. Of course these techniques are the 
means whereby the scientist accomplishes 
his objectives. They are the means 
whereby he gets information and develops 
knowledge and understanding of business 
problems: a knowledge and understand- 
ing which, in its own way, extends be- 
yond that practically attainable by less 
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complex, less precise means. These tech- 
niques are, therefore, an essential and dis- 
tinguishing characteristic of operations re- 
search. 

Nevertheless, these research techniques 
are but means to the end for the op- 
erations research scientist; they are not 
the end itself. Operations research starts 
with a real problem of the practical busi- 
ness world. Its function is to solve this 
specific problem and thereby add to the 
understanding of business operations in 
general. 

It is not essential that management un- 
derstand research techniques in order to 
understand the function of research. Man- 
agement can understand the potential con- 
tribution of OR to their work. They can 
evaluate this research and can control it, 
just as they do already for many functions 
which are their responsibility but in whose 
detailed techniques they are not neces- 
sarily proficient—for example, technical 
research and development. For the re- 
search function, like any function in an 
organization, can in the final analysis be 
measured by its costs and its effect on the 
activities of the organization. 

Some research techniques which have 
been discussed at length in the literature 
are linear programming, queueing theory, 
sample theory, the Monte Carlo method, 
and the variational method—in fact, most 
of the usual methods of applied mathe- 
matics. There are certain characteristics of 
these techniques which may not be fully 
appreciated by the nonscientist. 

Perhaps the most important of these, 
and one worth mentioning here, is that a 
technique which can be used to solve a 
business problem in one area, such as 
sales, can frequently be used to solve a 





“You're wasting your time. 
It's washable wallpaper” 
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problem in an apparently completely unte. 
lated area. Thus linear programming, for 
example, can be and has been used to 
solve problems in manufacturing, sales, 
personnel, and transportation. 

It is perhaps unfortunate, although 
true, that it is difficult for the person who 
has not had experience in these techniques 
to appreciate fully their value. This, how. 
ever, is one of the realities of the business 
world with which management is spe. 
cifically trained to cope. Short of obtain- | 
ing the necessary experience in the field, | 
which might be quite a luxury, it is a situ- 
ation with which they must and do cope 
successfully. 


INDUSTRIAL APPLICATIONS 
OF OPERATIONS RESEARCH 

Broadly speaking, there are two distinct 
approaches which scientific research can 
take in the study of the activities of an or- 
ganization. Specific, well-defined areas 
may be selected such as machine utiliza- 
tion, the operations in this area carefully 
measured, an analytical description of the 
operation established, and this description 
tested and used to make improvements in 
the operation. This procedure can be te- 
peated, moving from one area to another, 
until in theory all the operations of an en- 
tire organization have been so studied, 
This procedure takes a long time but cuts 
a sure and firm path toward the under- 
standing of the operations of the entire 
organization. 

Another approach is to start at the top | 
of the organization analyzing the decision- 
making function as it is carried out by 
management. In this case one can seldom | 
hope to obtain adequate measurements of | 
even all the major factors involved, or | 
completely to test the impact of changes in 
these decision-making processes on the or- 
ganization. This is a difficult and often 
frustrating approach to take in attempting 
to develop scientific descriptions of the 
operations of an organization but it strikes 
directly at the heart of the problem: the 
decision-making operation itself. 

Research studies of the operations of 
organizations can follow and have fol- 
lowed both of these approaches. In 4 
sense, each helps the other: the top man- 
agement approach keeps the specific stud- 
ies in perspective, and the specific studies 
keep the top management approach with 
its feet on the ground. 

Some examples where the former ap- 
proach has been followed are: In mans- 
facturing, inventory and production con- 
trol have been studied. In manufacturing, 
material moves from place to place, is 
stored, and is operated upon by men and 
machines. Its movements can be traced 
and measured and analyzed. On this basis 
it has been possible to develop mathemati- 
cal descriptions of the process, to compare 
these descriptions with the actual process, 
and to make measurable improvements in 
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the process. In marketing, the distribution 
of products has been studied in a similar 
fashion. How sales personnel use their 
time has been analyzed to affect improve- 
ments in this use. Some contributions have 
been made to the technical research and 
development operations of a corporation. 
In one case a mathematical description 
was developed where research and devel- 
opment expenditures were related to the 
chance of ultimate payoff in terms of prob- 
able product sales for the products likely 
to be developed. In accounting, again in 
special cases, such as the pricing of inven- 
tories according to the LIFO method, 
mathematical descriptions have been de- 
veloped for the flow and processing of 
material and these descriptions used as a 
basis for deriving certain required infor- 
mation, such as the dollar amount value 
of the inventory at any given time. 

One of the more frequent types of 
problems encountered by top management 
in their decision making is the resolution 
of conflicts between departments or be- 
tween a department and the over-all ob- 
jective of the corporation. For example: 

How much “service” can a corporation 
afford to give to its customers by main- 
tenance of large branch warehouse stocks 
without seriously reducing the money 
available for other requirements, such as 
plant expansion? 

How can a company have a very small 
inventory and at the same time always pur- 
chase material in economical lots? 

Is the money of the corporation being 
properly allocated among its departments 
in order to maximize its long-term objec- 
tives? 

Top management is continuously faced 
with these broad questions—questions 
which are interdepartmental in nature, and 
which they must answer each day without 
waiting for the results of the special stud- 
ies previously mentioned to provide them 
with complete descriptions of all that each 
segment of the organization does. 

It is clear that when one has established 
a completely adequate description of each 
department these pieces can be put 
together to provide a similar description 
of the entire operation. It is also clear that 
it will take some years to accomplish this 
objective. In spite of this, can scientific re- 
search contribute something to manage- 
ment’s decision-making processes? The 
answer appears to be yes. Some scientific 
research work has been completed in this 
area, although it is not so easy to prove 
that this work has, indeed, affected the op- 
eration in such a way as to more than 
compensate for its cost. 


OPERATIONS RESEARCH 
AND THE CONTROLLER 

The functions and responsibilities of a 
controller, as you weil know, differ from 
one organization to another. The control- 
ler has the responsibility for the account- 
ing function of the organization and fre- 


INTERDISCIPLINARY TEAMS 


Because OR has emerged out of other sciences it borrows 
from them quite heavily. This same pattern has been fol- 
lowed in the “‘birth” of each scientific discipline. It is always 
difficult to distinguish a new field from those out of which 
it arises because of the overlap of problems, methods, and 
concepts. In time the differentiation becomes more complete 
and practitioners are no longer plagued with the question: 
“How does this differ from such and such a field?” The 
rapid growth of OR under its own name testifies to an in- 
creasing recognition of its uniqueness. But the differeztia- 


tion is far from complete. 


The overlap of methods, techniques, and tools between 
OR and other fields is largely due to the way in which OR 
was initially and is still carried on. It is research performed 
by teams of scientists whose individual members have been 
drawn from different scientific and engineering disciplines. 
One might find, for example, a mathematician, physicist, 
psychologist, and economist working together on a prob- 
lem of optimizing capital expansion. The effectiveness of 
such interdisciplinary teams in tackling the type of problem 
characterized as the subject matter of OR is not accidental. 


CHURCHMAN, ACKOFF, ARNOFF 


“Introduction to Operations Research” 
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quently for much of the financial plan- 
ning. It is often the controller's responsi- 
bility to analyze the impact of changes, 
actual or proposed, on the financial as- 
pects of the operations of a corporation. 
This responsibility requires an under- 
standing on the part of the controller of 
the effect of proposed changes in the op- 
erations of all phases of the business. Con- 
sequently, his department should do or in- 
stigate research on all activities of the 
business so that it reasonably may forecast 
the effects of changes in operations on the 
financial figures which it presents to man- 
agement. 

In recent years the controller's depart- 
ment has had the enlarged responsibility 
for and played an important role in the 
planning of future activities of the corpo- 
ration, such as the acquisition of new com- 
panies or the introduction of entirely new 
product lines. Thus there is an added re- 
quirement for continued careful analysis 
of both the company and its environment. 

This is particularly true in long-range 
planning where possible alternative 
courses of action must be evaluated in 
terms of their effects over a period of five, 
ten, and even twenty years or more. This 
is the case for most major facilities ex- 
pansions. If it is difficult to determine ex- 
actly what you do today, consider the in- 
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creased difficulty of forecasting your busi- 
ness situation under various hypothetical 
conditions in the future. Forecasting of 
this nature has not always been a habit of 
American industry, but such forecasting 
can be accomplished in some instances and 
where possible provides a valuable aid to 
Management. 

Following this line of reasoning, it ap- 
pears that there is a close affinity between 
the capabilities and objectives of opera- 
tions research and the functions of the 
financial department of a business. It is 
too early to state dogmatically that the 
controller's department is where the re- 
sponsibility for operations research ulti- 
mately should or should not lie, but one 
point is evident—the operations research 
scientists should look carefully at the func- 
tions of the controller at least as a depart- 
ment with many common interests and as 
a source of essential basic data on opera- 
tions, and conversely, the controller 
should follow carefully the development 
of this new activity to assure himself that 
he is utilizing it to his greatest advantage. 


RELATED READING 
Schiff, Michael, ‘Operations Research 
and the Controller,” THE CONTROLLER, 
November 1956, p. 522. 
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LIFO Ruling 

A summary judgment handed down in the United States 
District Court of the Southern District of New York ruled 
that R. H. Macy & Company should be allowed to value its 
inventory under the LIFO method. The ruling covered only 
one year in the test case but is expected to be applied to sub- 
sequent years in the dispute unless the decision is upset in 
an appeal. 


Tax Write-Offs 

The Supreme Court has upheld the Government’s World 
War II policy of permitting faster than normal amortization 
for tax purposes of less than the full cost of a defense fa- 
cility. 


Contributions for Unemployment 

IRS has set forth the income tax treatment of contribu- 
tions made by an employer under a collective bargaining 
agreement to separate trusts established for each employe 
to provide unemployment and other benefits. 


Bargain Real Estate 

In the fiscal year ended June 30, 1956, the Government's 
main surplus property sales force took in $27 million from 
the sale of 171 pieces of unneeded real estate. That was 
double the receipts of the year before and six times those 
of 1952. In many of the transactions the Government suf- 
fers a sizeable loss, notably on sales of plants originally 
built for defense purposes. 


Tax Returns 

In the current fiscal year ending June 30, IRS expects to 
examine 2,266,000 income, estate and gift tax returns. In 
the fiscal year ending June 30, 1958, IRS anticipates that the 
figure will be upped to 2,382,000. 


Nonresidents’ Tax 

The regulations on withholding of tax on nonresidents 
will be amended so that individuals claiming USS. citizen- 
ship or residence will not have to file statements of that 
fact every three years. 
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reflects another six month extension. 

Neither of two corporations which merged during the 
taxable year is entitled to a refund of employer tax paid on 
wages of $4,200 paid by each of them to the same employe 
prior to the merger. 


Veterans’ Benefits 

Since 1945, according to a House Appropriations sub- 
committee, veteran expense to taxpayers has been about $66 
billion, or $3000 for each veteran. 


Utility Stocks 

New preferred stock issued by a public utility to replace 
old preferred stock of its parent, which is not a public 
utility, does not qualify as a replacement of public utility 
stock issued prior to October 1, 1942, for dividends paid 
for credit purposes. 


Vacation Pay 

The Revenue Ruling on vacation pay accruals will not be 
applied to taxable years ending prior to July 1, 1957; this 
reflects another six-month extension. 


That Income Tax Again 
Strike benefits paid by a labor union are includable in the 
gross income of the recipients in the year received. 


Farmer’s Tax Guide 

IRS now has available a special 63-page booklet to help 
farmers fill out their tax returns. The new edition features 
such topics as soil bank payments, gasoline tax refunds and 
market quota penalties. 


Sales Tax 
Five of the 15 states which still have no state sales tax 
are expected to consider a retail sales levy this year. 


Cabaret Tax 

Private parties held in a hotel dining room where the 
cabaret tax normally applies must also pay the 20 per cent 
tax if the place is normally open to the public and the floor 
show is presented, according to IRS. 


Uncle Sam, Landlord 

The cost of federal-owned real property for the fiscal year 
ended June 30, 1956, is put at $40.3 billion, compared with 
the year-earlier total of $38 billion. The figures are based on 
cost of acquiring and improving the property and do not 
necessarily indicate present worth. The total acreage owned 
by the Government amounts to 775 million acres of which 
about 53 per cent is in the United States. The world-wide 
inventory, prepared by GSA, makes up 24 volumes with 
more than 5000 pages of detailed entries. 


—BEN JAMIN R. MAKELA 
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THIS INGENIOUS ‘““MEMORY” (magnified here) helps make possible 
35 basic models of Sensimatics—one made for your type of accounting job! 


extends automatic accounting to a 


KNOW NO BOUNDS. Bring on your 
accounting jobs! . . . the easy ones, the 
very toughest. There are Burroughs 
Sensimatic Accounting Machines just 
made to take them all in stride! 


What makes this possible? The 
widest range of ““memory-power’’ ever! 
Fact is, there are 35 basic models of 
Sensimatics split into five broad series. 
And this giv es you a choice of totaling 
capacity or ‘‘memory-power,” ranging 
from 2 totals lane: up to 19 totals. 


This means you get (and only have 

to pay for!) a machine with just the 

‘memory-power” your accounting 

jobs demand. Just as if it were designed 
especially for you! 


And that’s only the half of it. For 
each Sensimatic—highly specialized 


models and all-purpose machines alike 
—has its own exclusive ‘mechanical 
brain,” too. And it’s literally hand- 
tailored to pilot you through all your 
accounting operations automatically! 


It all adds up to this: Now you can® } 


enjoy the economy and security of 
truly mechanized accounting—geared 
specifically to your needs, whatever 
your needs! Complete demonstration? 
Just phone our branch. Burroughs 
Corporation, Detroit 32, Michigan. 


Burroughs 


“Burroughs” 


Burroughs Sensimatic 


and ‘‘Sensimatic” are trademarks 








End decimal-point errors with the first and 












MARCHANT’S NEW 
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Deci- Magic is the world’s first and only cally positions the carriage dials in readi- 
calculator to set decimals automatically in ness for starting your next calculation. 
the keyboard and all dials with a single Now you have positive protection against 
key setting! The drifting decimal is gone misplaced decimals . . . with the new 
forever—and with it the embarrassment, Deci- Magic! This big new advantage, and 
trouble, and expense that go with wrong many other exclusive advanced features, 
answers. make Deci- Magic the easiest calculator to 

Touching just one key one time guaran- use ever built. Ask your nearby Marchant 
tees you correct decimals from the start of Man for a demonstration . . . or send the 
a problem right through to the result in the coupon for details about this amazing new 
answer dial. Then Deci- Magic automati- Marchant. 


DECI*MAGIC does it ALL for you—automatically ! 
ALL Decimal Setting + ALL Dial Positioning + ALL Clearing 


i a i a ii ee a Ss gh a ln ce | 
Mail this coupon, with your business letterhead, 
to the address at right for C2 x 
ae” CALCULATORS 


OAKLAND 8, CALIFORNIA 


f 


Information on the new Deci-Magic 





Index to Modern Figuring 
by Marchant Methods . 
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A. 
ONLY CALCULATOR THAT’SETS ALL DECIMALS AUTOMATICALLY! 
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You touch one key one time to set all your decimals automatically... that’s DECI- MAGIC! 
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Financial Public Relations 


What to do to build good will in the financial community 


DIFFERENCE of $1.00 a share in the 
A acceptable sales price of a new se- 
curity amounts to $1 million on a million- 
share issue. On smaller issues, the loss of 
even one-fourth of a point generally 
means a greater loss to the small com- 
pany in proportion to the total price of 
new and issued stock. Many publicly held 
companies, because of poor financial pub- 
lic relations, fail to get the optimum price 
when marketing their securities. 

The General Telephone Company's fi- 
nancial public relations program has 
helped to make it known and accepted as 
a “sound growth investment situation.” 
During that period, the number of share- 
holders in the system increased 160 per 
cent; shareholders of General common 
went up 260 per cent; the number of com- 
mon shares outstanding tripled, and total 
system capitalization increased over 250 
per cent. In 1951, a new issue of common 
stock in the company was sold at 81 per 
cent of the book value per share. Today, 
the market price of General common is 
approximately 220 per cent of book value. 
When the company offered debentures on 
a rights basis in April 1956, more than 
97 per cent were subscribed for by holders 
of warrants. 


WHY FINANCIAL PUBLIC RELATIONS? 

Unlisted companies should devote con- 
siderable time to developing their reputa- 
tion with banks, insurance companies, se- 
curity underwriters and security analysts. 
Here are some reasons why all companies 
should strive for recognition by the finan- 
cial community: 


1. To increase the loyalty and confidence 
of present stockholders. 

2. To attract new stockholders, thereby 
increasing the size of the stockholder 
list. 

3. To help maintain a better price for the 
company’s securities, through wider ac- 
ceptance and knowledge of the com- 
pany and its activities. 





4. To provide a better base for mergers 
or acquisitions. 

5. To limit the ability of “raiders” to take 
over the company. 

6. To increase borrowing ability. 

7. To improve stability of employment 
and attract good personnel. 

8. To secure better terms when arranging 
for loans, sales of securities and place- 
ment of bond issues or mortgages. 

9. To gain the benefits of secure control 
which are inherent in widespread dis- 
tribution of stock ownership among a 
large number of satisfied stockholders. 


Groups to be reached through a finan- 
cial public relations program include stock 
exchange member firms; customers’ brok- 
ers of stock exchange firms; branch office 
managers; members of security analyst 
societies; unlisted or over-the-counter 
dealers; investment bankers; trust depart- 
ment officers of commercial banks; invest- 
ment advisory services; insurance com- 
panies which buy common stocks; mutual 
fund and investment fund managers; in- 
vestment counselors; trustees of estates 
and institutions; financial statistical or- 
ganizations; investment magazines and fi- 
nancial publications, including newspa- 
pers. 

It is equally important to have other 
groups thinking, talking and writing fa- 
vorably about your company—your present 
stockholders; company officers; employes 
and their families; local civic organiza- 
tions and local citizens. 


BASIC TOOL—THE ANNUAL REPORT 
A well-prepared annual report, widely 
distributed, is a basic medium for encour- 
aging loyalty and building confidence. So 
is a summary of results of the annual 
meeting, particularly questions and an- 
swers of significance. Copies of all news 
releases to the financial press on quarterly 
results and comments akout the future 
should be sent to the stockholders, and 
notices about new products, new plants 








@ The accompanying article is based on four papers pre- 
sented at the 25th Annual National Conference of the Con- 
trollers Institute of America. The authors whose major points 
have been combined include: ROBERT EMANUEL, control- 
ler, Wertheim & Company; ALBERT N. HAWA, assistant 
treasurer, Colorado Fuel and Iron Corporation; RALPH D. 
HEUSEL, vice president, General Telephone Corporation, 
and GEORGE J. THOMAS of Barrington Associates, Inc. 
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and new personnel should be mailed with 
dividend checks. 

Cther effective means of informing 
stockholders include reprints of speeche 
or articles ky company officials ; copies of 
advertising brochures; an occasional house 
organ, and a letter from the president 
welcoming new stockholders and encour. 
aging them to ask questions. Letters 
should also be written periodically to 
stockholders, encouraging them to pro. 
mote company products and visit com- 
pany plants, as well as to write in about 
any subject relating to company business, 
Invitations in the same vein should go 
periodically to the financial press, invest. 
ment bankers, local and correspondent 
banks, and security and financial analysts, 


OTHER WAYS TO BUILD GOOD WILL 
Other accepted methods for influencing 
gcod will include: 


1. Industrial displays at schools, conven- 
tions and fairs. 

2. Participating in programs at universi- 
ties and high schools. 


3. Participation in community and trade } 


activities. 


4. Annual reports to community organ- 


izations wherever plants are located. 


5. Annual reports to employes, major f 


customers and suppliers. 

6. News releases about new inventions, 
suggestion system awards, etc. 

7. Films and slides about company activi- 


ties and their contribution to local and | 
| able tl 


national progress. 

8. Public relations advertising. 

9. Scholarships for worthy students living 
in plant areas. 


The General Telephone Company has 
at least one contact per day with a sec: 
rities analyst, a press representative, a fi- 
nancial writer, a banker, a holder of sys- 
tem securities or an interested investor. 
The press is contacted monthly, while 
securities analysts specializing in utilities 
are contacted every three months. Other 
contacts develop through inquiries gen- 
erated by the financial public relations 
program. 


INFORMING THE SECURITIES ANALYST 

The most important fact about a com- 
pany to the analyst, or to any prospective 
investor, is the quality of its management. 
To the analyst or banker, the controller # 
the management. He judges the rest of 
the management team by the impression 
which the controller creates. He 1s if 
pressed or unimpressed by the controllers 
ability and willingness to respond. This 1s 
not the sole basis for judging manage 
ment, but it goes a long way. 
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Another point which interests the ana- 
lyst is volume: 


How is it weighed? 
What percentage of the sales are in 
yoducts which are not doing as well as 

the others? 

W hat is the trend of the volume? 

Does the sales graph have back-break- 
ing curves in it, or does it follow a good 
healthy pattern? 

What is the back-log situation and the 
rate of incoming orders? 


The analyst must also decide for him- 
self, “What is the ability of this company 
to make money?” He will know the an- 
swer after getting the facts about profit 
margins, which will show him whether 
cost, overhead and other items which go 
into the profit and loss statement are being 
closely watched. The analyst will also 
want to know about the capital expansion 
program and how it is to be financed, and 
also about depreciation. For example, if 
earnings are to be distributed and the 


| company still intends to embark on a 


capital expansion program, then the 
money must come from Wall Street or 
elsewhere. If there are retained earnings 
and no growth program, then the analyst 
will want to know why the dividend is 
not being raised. So, naturally, will the 
stockholders. 


AVOIDING CONTESTS FOR CONTROL 
The most successful way of dealing 


good financial public relations. Proxies 
have a more important day-to-day signifi- 
cance than their use in a struggle for con- 
trol. They are the instruments which en- 
able the company to hold stockholders’ 
meetings. A proxy solicitation program 
includes the following elements: 


. Establishing the procedures for solicita- 
tion. 

. Preparing data to be disseminated. 

. Clearing the data with the Securities 
Exchange Commission. 

. Arranging for printing the proxy ma- 
terial. 

. Arranging for distributing the material 
to stockholders. 


rm 


= ww 


A) 


In the case of direct owners, it is usual 
to expect a response of 80 to 95 per cent, 
depending on intensity of solicitation. 
a factors which affect response in- 
clude: 


1. The amount of stock held by man- 
agement people and their families; 
_ 2. The amount held by large owners, 
including institutions and investment 
trusts, which are favorably disposed 
toward the management; and 

3. The market for the stock during the 
solicitation. 


A strong market encourages a favorable 
tesponse, whereas a weak market has an 
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adverse effect. Response is also affected 
by the current scent of earnings and divi- 
dends of the company and the degree to 
which the stockholders’ interests will be 
affected by the management's proposals. 


GETTING VOTES FROM BROKERS 


At a regular annual meeting where 
there is no contest for control, a member 
firm of the New York Stock Exchange 
may vote at its discretion shares which it 
holds for its clients, if instructions by the 
client are not received ten days prior to 
the meeting date. Most shares held in 
brokers’ names are owned by traders arid 
short-term investors. This group is usually 
apathetic toward proxies and their re- 
sponse to a proxy solicitation is poor. In 
a solicitation for an annual meeting where 
no contest is involved, the broker usually 
votes in favor of management, and a fa- 
vorable response of 90 per cent or better 
from this group may be expected. In this 
case, a large “floating supply”’ is helpful. 

When a special stockholders’ meeting 
is held, the broker must await instructions 


from his client. In this case, a 50 per cent | 





response is about as good as can be ex- | 


pected. Here, the smaller the floating sup- 
ply the easier it is to solicit proxies. 

The Colorado Fuel and Iron Corpora- 
tion employs a special procedure for fol- 


lowing up brokers and dealers. After the | 


date is set for the annual meeting, the | 
company canvasses each broker of record | 


to find out how many sets of proxy ma- 


terial he requires. One week after delivery, | 
the brokers are followed up by telephone, | 


to obtain the proxy clerk’s name and to | 


find out whether the proxy material has | 


been received and mailed. A second phone 
call is made a week or ten days before the 
meeting, to ascertain how many votes have 
been received and whether they have 
mailed a proxy for their holdings. The 
company finds most brokers willing to 
vote clients’ shares at their discretion, and 
that their vote is usually in favor of estab- 
lished management. 

In the case of special stockholders’ 
meetings, the company follows a similar 


procedure. However, since brokers are not | 


allowed to vote at their discretion, the 
company finds it necessary to send out a 
second mailing to the stockholder through 
the broker. The latter is followed up by 
telephone two weeks before the meeting, 


to find out how many votes have been re- | 
ceived and how many second mailings are | 
required. The votes received by brokers, | 


but for which proxies have not been 


mailed, are tabulated in order to show | 


how many votes are outstanding. 

Where there is a struggle for control, 
the “ten-day rule’ does not permit the 
broker to vote his shares in a management 
contest without first receiving instructions 
from his client. If both parties to the 
struggle receive proxies from the same 
stockholder, only the one with the latest 
date is valid. 











PROVIDING FACTS AND FIGURES 
FOR COLLECTIVE BARGAINING 


It gives the basic and unchanging points 
on: Who should be the company nego- 
tiator; how to keep and use records; how 
to prepare “fact books’; what financial 
implications are involved in pensions; 
how to determine the base period; what 
subjects to present at the bargaining table; 
how to avoid inconsistency in interpreting 
facts: what form to use to present facts. 


$5.00 


($3.50 to members of Controllers Institute 
of America) 


CONTROLLERSHIP FOUNDATION 
Two Park Ave., New York 16, N. Y. 
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OPPORTUNITIES 


| SALARIES: 


CENTRAL SOYA 
COMPANY, INC. 


And 


McMILLEN 
FEED MILLS 


Offer 


ACCOUNTING 
MANAGEMENT 


The country’s leading soybean proc- 
essor and a major feed manufac- 
turer has openings in its Account- 
ing-Management Training Program 
for college graduates with majors in 
accounting or graduates of account- 
ing schools. 


We solicit men who wish to grow 
into highly responsible positions, 
men who want to learn modern 
control technique and who can do 
creative thinking and problem solv- 
ing. 

Central Soya Company is known 
for its rapid growth and career op- 
portunities. 


For inexperienced men 
$375-$425 per month 
For experienced men 
$425-up 


If interested, write, stating educa- 
tion and background, to: 
P. E. Hensel 
Vice President- 
Personnel Director 
Central Soya Company, Inc. 
300 Fort Wayne Bank Building 
Fort Wayne, Indiana 
































New Book Tells 
How to Decide... 


Office Equipment: Buy 
or Rent? 
by 


Robert N. Anthony, D.C.S. 
Samuel Schwartz, M.B.A. 


Now most users of office equip- 
ment can buy as well as rent, as a 
result of the recent consent decree 
which requires IBM to sell its equip- 
ment. Easy-to-follow procedures are 
given for determining for each piece 
of equipment whether, by buying, 
your company would reduce costs 
sufficiently to warrant the investment 
which would be required. 

New, unique tables specifically de- 
veloped for this book and special 
work sheets which accompany the 
volume simplify task of arriving 
at the most profitable decisions. Com- 
prehensive analysis is assured by 
detailed consideration of such factors 
as useful life of the equipment, 
application life, rate of return on 
invested capital, income taxes, repair 
and maintenance costs, salvage value, 
and others. 


The authors of Office Equipment: 
Buy or Rent? have conducted con- 
siderable research on whether to buy 
or rent capital equipment. Doctor 
Anthony is a noted teacher and 
author, and has been a consultant to 
many prominent companies, the Na- 
tional Shoe Manufacturers Associa- 
tion, Department of Defense, and 
other government agencies. He has 
written several books on accounting 
and control including an exception- 
ally well-received volume on another 
aspect of buying or renting capital 
equipment. Mr. Schwartz is person- 
ally responsible for establishing pro- 
cedures used to determine whether to 
buy or rent over 2,000 items of cap- 
ital equipment. 

Price $15 postpaid. No need to 
remit now—will gladly bill you later. 
Allow 30 days for delivery. If not 
satisfied return your copy within 15 
days and pay nothing. 


MANAGEMENT 
ANALYSIS CENTER, INC. 


275 E Newbury St. Boston, Mass. 

















Programming Analysis Used at 


Ordnance Depot 


T THE ANNISTON ORDNANCE DEPOT, 
Anniston, Alabama, relevant man- 
agement data are collected as the first stage 
in the development of operations research, 
according to a recent issue of Ordnance. 
Each of the 24 divisions, offices, and 
branches maintains a complete statistical 
record of production data which serves as 
a basis of forecasting the future work load. 
The forecast then serves as a basis for 
work scheduling. 

In the procedure used, called “ program- 
ming analysis,”’ the basic idea is that each 
division and office will maintain in a sin- 
gle volume a complete statistical record of 
its past and present operations and a fore- 
cast of future work load. In order to secure 
some degree of uniformity of presentation, 
each division’s programming analysis con- 
tains as a minimum the following in- 
formation in the following order: 


. Organization and manning charts 

. Functional statement 

. Personnel and leave data 

. Facilities 

. Work load and forecast 

. Comparison with other distribution 
depots 

. Management improvement 

. Work simplification 

. Major administrative policies 

. External reports 

. A monthly written review and analy- 
sis. 


dW rho 


Nw 


m OO Os 


_ The heart of the programming analysis 
is the work load and forecast. This section 
of the presentation contains charts show- 


ing past production data and also fore. 
casts of the work load for the ensuing six 
to 12 months. Each month actual produc. 


tion is plotted on the same chart. as the. 


forecast so that the division chief can 
readily review his operations by compar. 
ing accomplished work load with antici- 
pated or programmed work load. The di- 
vision chief each month is required to 
review his operations and place in the pro- 
gramming analysis book a written analysis 
of the past month’s production; 1.¢., how 


well he accomplished what he had pre. t 


viously programmed or scheduled. 

Three copies of the programming analy- 
sis for the divisions are prepared and dis- 
tributed to the division, to the assistant 
for supply operations, and to the comp- 
troller. 

The validity of the forecasts are evalu- 
ated, partly, by charting techniques which 
make use of the control limits now widely 
used in quality-control charts with control 
limits drawn above and below the fore- 
cast line. It is a relatively simple matter to 
discover whether the actual production is 
following the forecast pattern. 

Future activities scheduled at the An- 
niston Ordnance Depot include an attempt 
to discover the interrelationship existing 
between variables; e.g., the relation be- 
tween number of troops stationed in the 


army area serviced by the depot and the | 


quantity of ordnance supplies shipped. At 
the present time, attempts are being made 
to discover by statistical analysis the mathe- 
matical constants expressing the relation- 
ship between principal cause-and-effect 
factors. 








MAY 16-18, 1957 


Hotel Sheicon 


ROCHESTER, N. Y. 





oe Lon ference 


CONTROLLERS INSTITUTE 


SPONSORED BY THE ROCHESTER CONTROL 














MAY + 1957 


eMay is lilac 


time in ‘Rochester 

















| 7 an Wee aia 3H 
THE CONTROLLER * MARCH, 1957 





Bus 
W 
expe 
by a 
terv! 
vey 
view 
tled 
Con: 
Janu 
agen 
surv 
ecuti 
man 
conc 
TT 
incre 
ort 
du 
quar 
ume 
level 
men 
than 
cent 
tion 
crea: 
T 
that 
com 
inve 
thou 
seco 
year 


quai 
sinc 
num 
mor 
who 
in e 
2000 
of t 
tion 

T 
pect 
abot 
dure 
thos 
man 
som 


Un 

F 
certi 
Elec 
gage 
Inte 
Uni 
hea 
mai 


Adr 


fun 
$40 
mill 
unic 
pur 
gag 


wor 


THE 


fore. 
Ng six 
roduc. 
as the 
f can 


mpar- | 
intici- J 


he di- 
ed to 
2 pro- 
alysis 
how 


naly- 
1 dis- 
istant 
omp- 


valu- 
vhich 
idely 
ntrol 
fore- 
er to 
on is 


An- 
-mpt 
ting 

be- 
. the 

the 
|. At 
nade f 
ithe- 
‘ion- 


fect 


RSIS 








pre | 





Business Expectations 


While higher sales than a year ago are 

expected for the second quarter of 1957 
by almost two thirds of the executives in- 
terviewed in Dun & Bradstreet’s latest sur- 
vey of businessmen’s expectations, the 
view that profit margins would be whit- 
tled further in 1957 was fairly prevalent. 
Conducted during the period January 2- 
January 11, 1957, by the credit reporting 
agency's staff of analytical reporters, the 
survey reflects the opinions of 1,535 ex- 
ecutives of the larger and medium-sized 
manufacturing, wholesaling, and retailing 
concerns scattered across the country. 
- The proportion of executives expecting 
increased profits was smaller than the pro- 
portion expecting increased sales in all the 
industry groups. That some of the second- 
quarter gain in sales would be in unit vol- 
ume and not just the result of higher price 
levels was implied in the executive's state- 
ments about prices. Selling prices higher 
than a year ago were expected by 41 per 
cent of the businessmen, a smaller a 
tion than the 63 per cent who expected in- 
creased sales. 

The executives did not appear to believe 
that the expansion in sales would be ac- 
companied by a corresponding increase in 
inventories. Some 70 per cent of them 
thought that their stocks at the end of the 
second quarter would be no larger than a 
year previously. 

An increase over last year in the second- 
quarter level of employment seems likely, 
since executives planning to increase the 
number of people on their payrolls were 
more than five times as numerous as those 
who planned to reduce their staffs. Gains 
in employment were most likely in durable 
goods manufacturing, where 29 per cent 
of the executives expected to need addi- 
tional help. 

The proportion of manufacturers ex- 
pecting an increase in new orders was 
about the same in both durable and non- 
durable goods (57 per cent). Among 
those who expected a decline in orders, 
manufacturers of nondurable goods were 
somewhat more numerous. 


Unions Buy Insured Mortgages 


Federal Housing Administration has 
certified the International Brotherhood of 
Electrical Workers as eligible to buy mort- 
gages issued by the agency. Previously the 
International Ladies Garment Workers 
Union announced its intention of investing 
heavily in government-backed mortgages, 
mainly those guaranteed by the Veterans 
Administration. 

The electrical workers will draw on two 
funds for their mortgages investments, a 
$40 million death-benefit fund and a-$40 
million pension fund. Officials said the 
union in past years had done some indirect 
purchasing of government-backed mort- 
gages and now holds about $40 million 
worth. 
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How XEROGRAPHY 


cuts duplicating costs *12,000 
a year for Z IPPO MANUFACTURING COMPANY 








SPEEDS PAPERWORK... 


e Plate cost reduced from $3.00-6.00 to 
25-35 cents 


e Reproduction costs reduced more 
than 75% 


e Outside deliveries of copy eliminated 


The Zippo Manufacturing Company, 
Bradford, Pa., largest producer of man- 
ually operated lighters in the world, takes 
understandable pride in its assurance of 
quality to the customer. Zippo lighters 
are unconditionally guaranteed for life. 
There is never a charge for repair, regard- 
less of age or condition. 

Zippo distributes nationally and inter- 
nationally through specialty jobbers, 
wholesalers, and tobacco, drug, and jewel- 
ry jobbers. Obviously, in an operation so 
widespread, there is much paperwork. 

Before the installation in 1952 of 
XeroX® copying equipment, communica- 
tions between the home office and field 
were often delayed due to time required 
in obtaining offset plates. The time lag in 
price-change notices reaching 
salesmen and jobbers averaged 
two and a half days. Plates costs 






WRITE for proof-of-performance folders 
showing how xerography is saving time 
and thousands of dollars for companies 
of all kinds, large and small. 


THE HALOID COMPANY 
57-18X Haloid St., Rochester 3, New York. 


Branch offices in principal U. S. cities and Toronto 


Zippo Manufacturing Co. Plant, Bradford, Pa. 


e 60-hour delay in price-change notices 
eliminated 


e Complete quality control of plates 
and copies assured 


e Communications speeded in all 
operations 


were expensive, running from $3.00 to 
$6.00 apiece. Since hundreds of plates 
were used per year, this item reached 
sizeable proportions. 

Now, with xerography—the fast, dry, 
electrostatic copying process—$12,000 is 
being saved annually. In addition, Zippo’s 
communications have been dramatically 
improved. Time delays in price changes 
have been eliminated, and notifications go 
out the same day. Offset paper masters 
prepared by xerography cost only 25 to 
35 cents. Xerographic operation is clean, 
and is easily handled by an office girl. 

Zippo reproduces. reports, engineering 
drawings, ‘forms, news stories, and maga- 
zine articles as well as other pieces requir- 
ing duplication. As many as 14,000 copies 
are made from a single master. Zippo says 
its new system is the most versatile copying 
method available. 


The fastest, cheapest, most versatile way to make masters for duplicating 


Anything written, printed, typed or drawn can be quickly copied by 
xerography onto masters for duplicating. Copies in the same, enlarged, 
or reduced size can be made from one or both sides of the original 
material, by this dry, photo-exact, electrostatic copying process. New 
developments make xerography the one, all-purpose, fast and economical 
process for copying onto different types of masters for duplicating. 


HALOID 
XEROX 
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designs a new 


all purpose 


chair 
for America’s army 

of men and women 

» Office workers .. . 

s The seat is thick with 

>, foam rubber. The 

2 posture-curved back- 

3 rest cradles the small 

of the back in still 

more foam rubber. And you can scuff the fiber glass 
base incessantly—you'll never mar it. It’s a com- 
fortable chair, a rugged chair, and best of all, a low 
priced chair. Ask your Sturgis Dealer to show you 
the 840-G. The Sturgis Posture Chair Company, 
Sturgis, Michigan. Address inquiries to The Sturgis 
Posture Chair Company, General Sales Offices, 154 
East Erie Street, Chicago 11, Illinois. 








American Appraisals 
avoid losses due 
to under-insurance 


Continuous American Appraisal 
Service® prevents under-insurance by 
providing current valuation facts— 
based on records that command 
respect and are always available when 
proof is needed. 


The 
AMERICAN 
APPRAISAL 


Company 
leader in property valuation 


HOME OFFICE: MILWAUKEE 1, WIS. 
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Various phases of long-range planning 
and forecasting and their relation to cor- 
porate profits were explored at a recent 
meeting of the National Industrial Con- 
ference Board, at which D. C. Hooper, 
marketing consultant of Westinghouse 
Electric Corporation, and E. C. Brelsford, 
treasurer of Thompson Products, Inc., 
were among the speakers. 

Discussing ‘Better Profits Through 
Better Forecasts,” Mr. Hooper listed the 
following 11 points: 


1. Select men with broad interests to 
make forecasts. 


2. Emphasize and analyze trends. 

3. Move from the general to the spe- 
cific. 

4, Put fluctuations in their proper per- 
spective, 

5. Select key indexes related to the 
business and to the general economy. 

6. Study the relationships between the 
selected indexes and the product markets. 

7. Set individual objectives—first, in 
per cent of market, and then interpret into 
dollar goals. 


8. Assemble individual objectives into 
a consolidated forecast. 

9. Continue to compare the latest actual 
figures on the selected indexes with the 
forecasts on which the company’s plan- 
ning has been based. 

10. Be prepared to revise forecasts 
when it becomes evident that deviations 
are occurring that are more than expected 
normal fluctuations. 


11. Publicize the forecasts throughout 
the organization and encourage their com- 
mon use in all phases of the company’s 
planning. The organization will welcome 
this flexible guidepost. It will also lead 
toward plans that are independently gen- 
erated and, at the same time, well coordi- 
nated. 


In the course of his observations about 
the techniques of long-range financial 
planning, Mr. Brelsford reviewed the pro- 
gram of Thompson Products, Inc., which 
deals with all phases of the business— 
sales, research, manufacturing, personnel, 
facilities and finance, to mention some of 
the most important. 

The firm’s planning and control pro- 
gram, he said, operates under its Planning 
Committee composed of officers represent- 
ing the major phases of their business. He 
described briefly the over-all program, and 
then, with this as a background, dealt spe- 
cifically with the matter of long-range 
planning for finance. 

“Our planning and control program is 
based on three simple principles: 





1. Establishment of objectives; 


Better Forecasts: Better Profits 


2. Forward planning to attain these; 
and 

3. Measurement of subsequent per- 
formance. 


“The first part of the program, Estab- 
lishment of Objectives, is very basic. You 
need to know where you're trying to get 
before you can do any real planning. Ob- 
jectives are of two kinds: Operating and 
strictly financial. 

“The second part, Forward Planning, 
provides for two techniques, planning 
and forecasting. Planning utilizes two 
types of program: Long-Range Plans (five 
years), which are developed by our divi- 
sions and are consolidated to form the 
starting point for our long-range corporate 
planning; and Short-Range Plans (one 
year), which are prepared in greater de- 
tail and represent the amount of the five- 
year planning which is proposed as the 
program for the following calendar year. 
These also are prepared by our divisions 
and are consolidated to form the corporate 
plan for the year. 

“In contrast to long- and short-range 
plans, which by definition are ambitious 
and optimistic, the other part of forward 
planning involves the preparation of a 
three-year forecast which is, by definition, 
conservative and realistic. This covers both 
operations and balance sheet position and 
is revised three times during each year. 

“The third part of the planning and 
control program, Performance Measure- 
ment, is important, but will not be dis- 
cussed except to point out that we use 
charts extensively at the top management 
level to supplement our reporting system. 

“With this background, we'll turn to 
the specific subject of Long-Range Plan- 
ning for Finance. We find the forecast— 
not the long-range plan itself—the most 
useful tool for this purpose. 

“The forecast—particularly the balance 
sheet forecast and its supporting schedules 
—-serves as the basis for determining long- 
range policies covering dividends, facili- 
ties, capital expenditures, and financing. It 
is also used in connection with mainte- 
nance of bank, stockholder and other in- 
vestment relations and for keeping our 
management group intelligently posted 
about our business. 

“Although I’ve emphasized the use of 
the forecast for financial planning, we are 
not unmindful of the information con- 
tained in the long-range five-year plan 
which shows the expanded financial re- 

quirements which would result from an 
attainment of the more ambitious plans. 

“Although our program is far from per- 
fect, it has been of great value to us dur- 
ing recent years, not only in financial plan- 
ning as such but in our general manage- 
ment of the company.” 
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Pension Plan Trends 


Two important trends in pension plan- 
ning have developed as employer con- 
tributions to retirement funds have risen 
to exceed $2.5 billion annually, says Com- 
merce Clearing House. As described in 
the latest CCH book, ‘Pension and Profit- 
Sharing Plans and Clauses,” these are: 

1. Devising of methods whereby work- 
ers will keep pension credits if they 
change employers. To do this, new plans 
are increasing liberal ‘“‘vesting rights” 
which workers can carry to new jobs. 
Unions are developing plans covering 
these rights in whole industries or areas. 

2. Relating actual benefits paid to the 
cost of living to make sure that pensions 
will be adequate at the time they are re- 
ceived. Among experiments are (a) in- 
vestments in mutual fund shares on the 
theory that they will rise or fall in value 
roughly with changes in the cost of living, 
and (b) dividing the funds between basic 
stable investments and a portfolio of com- 
mon stocks. The latter would be expected 
to fluctuate with a change in the economy. 

As a guide to industry and unions, the 
CCH book gives full texts of 20 types of 
retirement plans and hundreds of clauses 
selected from other plans. CCH reports: 
“Never before has there been such a tre- 
mendous interest in planning against the 
hazards of old age. Federal tax reports 
show that income tax deductions for re- 
tirement plans were $835 million in 1946, 
and estimates for 1956 place the con- 
tributions well in excess of $2.5 billion.” 

Although exact figures are not avail- 
able, CCH estimates that a substantial 
portion of the working force now has 
protection in the form of private retire- 
ment income, and the number of plans in 
effect continues to mount. 


Directory of Graduates 


Available for Employment 


The seventh annual directory of grad- 
uates available for employment dur- 
ing 1957, published by Delta Sigma Pi, 
is now available. The directory con- 
tains photographs and complete bio- 
graphical history of almost 150 selected 
college students majoring in commerce 
and business administration and repre- 
senting many of the large universities 
throughout the country. Copies of the 
directory may be obtained free of charge 
from the central office of Delta Sigma 
Pi, 330 South Campus Avenue, Oxford, 
Ohio. 


Index-less Tub Files 


Ferris Business Equipment, Inc., 
Stratford, Conn., has announced a new 
series of mobile tub files holding 3,000 
to 24,000 tabulating or any size standard 
cards. The cards are filed in removable 
trays in a tilted position, alternating left 
and right, to make each card accessible 
for faster and easier card fingering. 
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A DATE BY THE GOLDEN GATE 





WESTERN CONFERENCE 
ST. FRANCIS HOTEL * SAN FRANCISCO 


APRIL 25-26-27, 1957 


EVENING 


A.M. 


NOON 
AND 
P.M. 


EVENING 


A.M. 


NOON 


SPONSORE 


CONTROLLERS INSTITUTE 






APRIL 25 
RECEPTION AND ENTERTAINMENT 


APRIL 26 
ANNUAL MEETING OF MEMBERS 


TECHNICAL SESSION 

Speaker: A. H. Brawner, chairman of the Board, W. P. Fuller 
& Co., San Francisco. Subject: The Economics of Money. 
LUNCHEON—MARKETING WORKSHOP 


Speaker: Fred Manchee, vice president, Batten, Barton, Dur- 
stine & Osborn, Inc., New York. Subject: Techniques of Meas- 
uring Advertising Effectiveness. 

Speaker: Curtis Rogers, executive vice president, Market Re- 
search Corporation of America, New York. Subject: Measure- 
ment of Consumer Purchases. 

Speaker: Oliver E. Seegelken, general sales director, California 
Packing Corporation, San Francisco. Subject: Measurement of 
Sales Accomplishment Against Sales Expectancy. 

Speaker: Jack Klein, president, Klein Institute for Aptitude 
‘lesting, New York. Subject: Measurement of the Sales Job and 
the Man. 


DINNER DANCE 


APRIL 27 


TECHNICAL SESSION 

Speaker: Stanford Research Institute will present three 
speakers. Subject: Operations Research—What is it?; What 
are its objectives?; What is the controller’s interest in it?; and 
How something can be done about it. 

LUNCHEON 

Speaker: Dr. John H. Furbay, director, Air World Education, 
Trans World Airlines, New York. 


D BY THE SAN FRANCISCO CONTROL OF 














p.m. 


a.m. 


luncheon 


banquet 


a.m. 


luncheon 


MIDWESTERN 
REGIONAL 


SOUTHERN 
CONFERENCE 








PROGRAM 


MARCH 31 


Reception 


Buffet supper and entertainment 


Subject: 
Speaker: 


Subject: 
Speaker: 


Speak er: 


Subject: 
Speaker: 


Subject: 
Speaker: 


Speaker: 


APRIL 1 


Market and Sales Planning 


H. Wynn Bussmann, director of Public Relations, 
Broadcast Division, A. C. Nielsen Co., Chicago, Il. 


Compensating Middle and Top Management 
Forrest Wallace, McKinsey & Company, Chicago, 
Ill. 


Chester Lauck, executive assistant, Continental Oil 
Company, Houston, Texas 


Current Problems in Labor Relations 


Carroll Daugherty, School of Commerce, 
Northwestern University, Chicago, III. 


Shareholder Relations 
James E. Day, president, Midwest Stock Exchange, 
Chicago, Ill. 


Tom Collins, vice president, City National Bank 


and Trust Company, Kansas City 


Subject: 


Speaker: 


APRIL 2 


Management Planning and Control—A Case His- 
tory. Company—Bell & Howell Company, Chicago, 
Ill. 


H-Roe Bartle, Mayor of Kansas City, Mo. 


Also special events for the ladies 








HOTEL MUEHLEBACH 





Sponsored hy the Kansas City Control of 
CONTROLLERS INSTITUTE OF AMERICA 








Employe Education Aid 


The Western Electric Company has an. 
nounced a plan, applicable to everyone 
from messenger to executive, to further 
their education at company expense. The 
company announced that it would pay the 
tuition of employes, regardless of length 
of service, who want to go to college on 
their own time for undergraduate or grad- 
uate study. 

Called “the Tuition Refund Plan,” the 
program will provide up to $250.00 a year 
in tuition to an employe who can meet the 
academic requirements of the college or 
university of his choice. The only stipula- 
tion concerning selection of courses is that 
they be related to an employe’s current 
assignment or to one to which he might 
reasonably aspire. Most fields of study in 
science and business would be covered. 

According to Arthur B. Goetz, presi- 
dent of Western Electric, the program 
has two objectives: (1) to encourage new 
young employes to continue their studies 
as they begin their business careers; and 
(2) to make it possible for experienced 
employes to broaden their education and 
keep abreast of new developments. 

While many other concerns have tui- 
tion plans for employes, the Western 
Electric program is believed to be one of 
the most comprehensive. Some of the 
other plans limit benefits to certain groups, 
such as executives or engineers. 

Under the Western Electric plan the 
company will refund the tuition in two 
payments, one after registration and the 
other when the employe has satisfactorily 
completed his course. - 


College Recruiting 


As industry's annual manhunt gets un- 
der way, placement offices at college cam- 
puses across the nation are the scene of 
feverish activity. With industry expanding 
its research and development programs, 
engineers, scientists and technicians are 
being sought after. Also being sought are 
“capable, not garden-variety’’ accountants 
and sales personnel. 

This competition for talent is forcing 
salaries about five to ten per cent higher 
than last year. Generally, starting salaries 
for engineers in June 1957 may average 
$450 a month while arts and business ad- 
ministration graduates can expect to begin 
at about $425 a month. 

High on the list of what students con- 
sider most important in a job are a chance 
to do interesting work, a training pro- 
gram, opportunities for advancement, sal- 
aries equal to others in the field, and a 
plant within 300 miles of home. ‘Most 
students don’t want to work back in their 
home town,” according to the director of 
placement and counseling at Lehigh Uni- 
versity. “They have been away to school 
and they don’t want mother telling them 
when to eat and sleep or when to weat 
overshoes.”’ 
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Is your firm telling high school seniors and college students about 
the broad area of accounting careers today to insure having adequately 


= 5¢ per copy trained accounting personnel tomorrow? 
un- pad cei ed tls 


am - The National Committee on Education of Controllers Institute of 
= DESIGNED FOR DISTRIBUTION America has prepared this three-color 16-page booklet to help you 


inform today’s students of the many career opportunities that stem 


ms, by corporati i 00 : Ae Cae : : 

are y corporations to high school from academic training in accounting. The Committee has already 
are gtaduates and college under- sent sample copies to colleges, secondary schools and guidance 
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Research Survey Documents 


Good Investor Relations 

Highlights of a study on “Building In- 
vestor Relations,’’ released by the Public 
Opinion Index for Industry, disclose a 
number of significant trends in the corpo- 
rate handling of stockholder relations. 

The Index reports that 64% of all com- 
panies are “giving more attention to stock- 
holder and financial relations than in pre- 
vious years,” a trend of interest not only 
to stockholders themselves, but also to 
bankers, analysts, and financial advisers. 

In looking to the future, 50% of these 
companies ‘expect the amount of money 
spent on stockholder relations to increase.” 
None feels that money spent to reach 
stockholders will decrease. 

“A major force behind this trend toward 
greater initiative by corporations,” says 
the Index, “is the marked expansion in 
the size of the shareowning public. Stock- 
holders desire to be in on what the com- 
pany is doing. If management’s goal is 
realized, additional millions of average 
Americans will join the shareowning 
ranks. Underlying management's drive 
toward closer relations with stockholders 
and financial people is one central objec- 
tive—greater confidence and support.” 

The Public Opinion Index for Industry 
is a continuing research program on major 
public and industrial relations problems 
of concern to industry and business man- 
agement. It is conducted by Opinion Re- 
search Corporation, one of the nation’s 
largest market and attitude research firms, 
as a guide to decision-making for more 
than 200 of the top corporations in this 
country. 

“Significantly enough, we found that 
some of the companies with the best in- 
vestor relations programs formulate those 
programs on the basis of intelligent re- 
search into the characteristics, attitudes 
and responses of their own stockholders,” 
says Thomas W. Benham, director of the 
newly founded Investor Relations Re- 
search Division of the Public Opinion In- 
dex for Industry. 

“There is sound reasoning behind this,” 
Mr. Benham continues. ‘‘For example, one 
executive with unusually broad experi- 
ence in this field said to us: ‘In some ways 
the competition in this field is even 
tougher than in sales. You’re not just up 
against the leaders in your own industry. 
When you try to get the attention and sup- 
port of stockholders and a fair appraisal by 
the financial boys, you’re up against every 
company on the Exchange. You have to 
keep running faster just to stand still.’ ”’ 

Mr. Benham describes the Index report 
on Investor Relations as ‘‘a detailed re- 
search study of the ways various com- 
panies are ‘running faster’ in this field of 
understanding their shareowning public 
and reaching that public in terms that 
bring a good response. It all adds up to 
tremendous ferment in the field of in- 
vestor relations.” 
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NEVER MIND THE PAYROLL—KEEP THE 
OFFICE FORMS IN THE SAFE! 


Not a bad idea either, when you consider the in- 
vestment tied up in an inventory of printed forms 
purchased in quantity to obtain most favorable 
prices. But even a safe can’t protect supplies of 
printed forms from obsolescence. A change in 
procedures can turn a valuable inventory of 
printed forms into costly scrap paper overnight. 


goer, © ® 
- Q 
Rae RS, 
oe OFFSET + AZOGRAPH® * SPIRIT * MIMEOGRAPH 


* IMPRESSION PAPERS * FOLDING MACHINES 
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How to keep from turning 
printed forms into scrap paper 


When you have an A. B. Dick Model 
350 offset duplicator, blank paper that 
cannot become obsolete replaces vulner- 
able inventories of printed forms. In this 
way you print economical quantities of 
standard forms, literature and other sup- 
plies as needed. Then any change in a 
form calls for no more than a new master 
at a cost of a few pennies. The new 
developments provided in the Model 350 
make this easy to do and inexpensive too. 


For more information about the ways business 
is using this proved method to avoid the risk 

of scrapping printed forms simply mail the 
coupon below. Or visit your nearby distributor 
of A. B. Dick products. You will find his 

name listed under Duplicating Machines in 

the classified section of your phone book. 


— 


A:B DICK 
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* IMPRESSION PAPERS * FOLDING MACHINES 











A. B. DICK COMPANY C-37 
5700 Touhy Avenue, Chicago 31, Illinois 

Please let us know how the new A. B. Dick Model 350 offset 
duplicator can avoid the risk of scrapping printed forms. 


Name Position 





Organization 





Address 





City 























Lins ADVISORY COUNCIL ON FEDERAL 
Reports, for 14 years the appointed 
business consultant to the Bureau of the 
Budget on statistical problems, has reor- 
ganized nine committees of businessmen 
to cooperate with the Bureau of the Cen- 
sus in a general revision of the U. S. Ex- 
port Classifications, known as Schedule B. 
The committees are instructed to receive 
and to review industry advice, and to 
transmit recommendations to both the 
Budget and Census Bureaus. 

Dr. Robert W. Burgess, director, Bu- 
reau of the Census has issued a statement 
to all users of U. S. export statistics ex- 
plaining the objectives and procedures for 
this review. Dr. Burgess stated: 


“The proposal is being made in con- 
nection with the general revision of 
Schedule B to be effective January 1, 1958 
(announced in the November-December 
1956 Foreign Trade Statistics Notes). 
The over-all purpose of the revision is to 
have the export commodity classification 
reflect current needs for data. Requests 
for new classifications will be considered 
where there is a showing of a substantial 
need for the information and where the 
export trade occurs in significant volume. 
As a general working rule new categories 
will be expected to represent at least one 
million dollars a year in export volume.” 


Reflecting the need to increase the eff- 
ciency of Schedule B, Dr. Burgess stated: 
“In order to avoid unnecessary expend- 
iture of compiling resources and unneces- 


Advisory Council to Aid 
Revision of U. S. Export Classifications 


sarily detailed reporting by shippers, the 
Bureau of the Census proposes to delete 
classifications apparently no longer needed 
by combining them with others.” 


The entire Schedule B Manual is under 
review and any classification in it can be 
subject to recommended revision. A list 
of 900 commodity classifications proposed 
for deletion, with corresponding 1955 ex- 
port values, accompanied the Burgess let- 
ter. This list was compiled from com- 
modities temporarily combined in a trial 
abbreviation of the Schedule B classifica- 
tion used from January to June 1956. At 
present there are 2,800 classifications, in- 
cluding those proposed for deletion. 

Procedures for the submission of in- 
dustry recommendations were described 
by Dr. Burgess in his letter, together with 
criteria to be used by the Bureau of the 
Census in judging the significance of 
groups of commodities. Business officials 
were advised as follows: 


retention of any of the commodities on 
the proposed list, a justification statement 
will be needed since a Sagan sy that 
the information is not very useful has al. 
ready been established by lack of protest 
when the separate data were withdrawn 
for a six-months’ period. Among the 
points which might be considered as justi- 
fication would be evidence (for those 
commodities which are listed as having 
less than $500,000 exports in 1955) that 
the volume of future trade will actually 
be larger than the figures for that year 
indicate. In order that this list could be 
distributed as promptly as possible, it was 
decided not to take the time to check data 
for other current years before making the 
proposal. Statements as to the way in 
which the separate data are useful, the 
degree of importance of this use, or the 
way in which business activities would be 
hampered by the lack of it should also be 
included.” 


Due date for comments from industry 
is March 8. During the month of March 
all comments received by the Bureau of 
the Census will be submitted to the nine 
industry advisory committees of the Ad- 
visory Council. 


Controllers Midwestern-Southern Conference 


Stockholder relations, management 
planning and control, executive compen- 
sation, marketing and labor relations will 
be discussed at the joint Midwestern- 
Southern Conference of Controllers Insti- 
tute of America. The event, first of its 
type in the Institute’s history, will be held 
March 31-April 2, in the Muehlebach Ho- 
tel, Kansas City. It will be sponsored by 
the organization’s Kansas City Control. 





744 BROAD STREET 





BLADES & MACAULAY 
INSURANCE ADVISERS 


Complete Surveys of 


Corporate Insurance Affairs 


No Insurance Sold 
MaArket 3-7801 


Established 1926 


NEWARK 2, N. J. 














Speakers and topics announced so far 
for the technical sessions will include: 
H. Wynn Bussman, director of public re- 
lations, Broadcast Division, A. C. Nielsen 
Company, Chicago, who will speak on 
“Market and Sales Planning’; James E. 
Day, president, Midwest Stock Exchange, 
that city, “Shareholder Relations”; Car- 
roll R. Daugherty, professor of business 
economics, Graduate School of Business 
Administration, Northwestern University, 
“Current Problems in Labor Relations”; 
Forrest D. Wallace, director, McKinsey 
& Company, Chicago, ‘Compensating 
Middle and Top Management.” 

A panel discussion on “Management 
Planning and Control” will be conducted 
by John N. Latter, controller, Bell & 
Howell Company, Chicago. 

Mayor H. Roe Bartle of Kansas City 
will be guest speaker at a wind-up lunch- 
eon on Tuesday, April 2. The Monday 
luncheon speaker will be Chester Lauck, 
executive assistant, Continental Oil Com- 
pany, Houston. Tom Collins, vice presi- 
dent, City National Bank & Trust Com- 
pany, Kansas City, will address the ban- 
quet on Monday evening. 

Donald A. Robertson, controller and 
assistant treasurer, Panhandle Eastern Pipe 
Line Co., Kansas City, is general chairman 
of the Conference, and J. Lowell Johnson, 
controller, J. A. Folger & Company, that 
city, is vice chairman. Secretary to the 
Conference committee is Joseph C. Krv- 
ger, assistant controller, Butler Manufac- 
turing Co., also of Kansas City. 
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THE CONTROLLER CAMERA COVERS A DIRECTORS MEETING 


New York City 


Members of the Board of Directors of 
Controllers Institute and other officials 
were photographed during the luncheon 
break at a recent meeting of the Board at 
the Vanderbilt Hotel in New York. They 
include: 


UPPER LEFT 

Left to right: Harry C. Hahn, Milwaukee ; 
Eric L. Hamilton, Montreal; J. A. Chad- 
bourne, Westfield, Mass.; E. W. Weston, 


—_. 
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Dayton; George H. Hetley, Lockport, 
N. Y.; William B. Harrell, Louisville; 
Gerald L. Phillippe, New York. 


LOWER LEFT 

Left to right: T. F. Gloisten, New York; 
Nelson T. Hampson, New York; George 
E. Hallett, Newark; John A. Paterson, 
Brooklyn; W. T. McGillivray, San Fran- 
cisco; Stuart W. McLaughlin, New York; 
Donald P. Jones, Philadelphia; James A. 
Trainor, Rochester, N. Y.; C. R. Fay, 
Pittsburgh; George L. Todd, Bridgeport. 


UPPER RIGHT 

Left to right: John A. Paterson, Brook- 
lyn; Nelson T. Hampson, New York; 
Charles H. Clifford, Albany; John W. D. 
Wright, Chicago; John S. Sturgeon, Fort 
Wayne; Harry C. Hahn, Milwaukee. 


LOWER RIGHT 

Left to right: Institute President Dudley 
E. Browne, Los Angeles; L. Keith Good- 
rich, New York; C. C. Lay, Chattanooga; 
Mark Z. Hanlon, Syracuse; J. McCall - 
Hughes, New York; Paul Haase, New 
York; Harold A. Ketchum, Newark. 
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—The Tested Guide 
to Effective 
Cost Control— 


COST 
ACCOUNTANTS’ 
HANDBOOK 


TuHIs FAMOUS, authorita- 
tive Handbook provides de- 
tailed information for any 
cost problem. Here are cost 
methods that stand up, de- 
veloped out of the experience of well- 
managed companies. Organizes every- 
thing you want to know—principles, 
techniques, methods for obtaining di- 
rect, accurate results—complete with 
working details for successful applica- 
tion. Theodore Lang, Editor. 556 ills., 
tables; 1482 pp. $12 


Covers: Reports, Analysis and Control, 
Cost Classifications, The Cost Department, 
Organizing the Cost Records, Setting and 
Operations of Standard Costs, Estimated 
Costs, Material Costs and Inventories, 
Timekeeping and Payrolls, Labor Costs, 
Overhead and Product Cost, Research 
Costs, Budgets, Trade Associations and 
Uniform Systems, Statistical Methods, etc. 


Other Ronald Handbooks: 


ACCOUNTANTS’ HANDBOOK 


4th Edition. 407 ills., tables; 1616 pp. 
6x9. $15 


FINANCIAL HANDBOOK 
3rd Edition. Rev. Printing. 139 ills.; 


1289 pp. $12 
FORESTRY HANDBOOK 

744 ills., tables; 1201 pp. 6x9. $15 
MARKETING HANDBOOK 

226 ills., charts; 1321 pp. $12 
PERSONNEL HANDBOOK 

262 ills., forms ; 1167 pp. $12 
PRODUCTION HANDBOOK 

771 ills., forms, charts; 1676 pp. $12 





— —- - Use Coupon to Order:— - - 


Please send Handbooks checked: 





1 
1! OD Cost Accountants’ Handbook ..... $12 
(G Accountants’ Handbook 15 
! [ Financial Handbook ......... 12 
! ( Forestry Handbook ..... ror | 
1 (} Marketing Handbook .............. 12 
0D Personnel Handbook .............. 12 
I (0D Production Handbook ............. 12 
! (We pay postage when check 
! accompanies order.) 
1 OCheckenclosed [J Billme [( Bill firm 
| 
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THE LAW OF 
ACCOUNTING AND FINANCIAL STATEMENTS* 


By George S. Hills 


This book has been written to provide 
a useful reference work for both lawyers 
and accountants who are engaged in the 
preparation, use, and analysis of financial 
statements. It also provides a wealth of 
case material and accounting authority for 
use in litigation relating to the sufficiency 
or interpretation of accounting records. 
The search for legal precedents has been 
long and exhaustive—largely in areas de- 
void of indexing—but it has been fruitful 
of legal decisions far beyond expectation. 

Publications of eminent accountants and 
of the accounting societies have been 
combed for accounting references which 
are consistent with begal concepts on the 
one hand, or which might be in conflict 
with legal prescription on the other. Ref- 
erences to such publications have been 
cited wherever they appear to be pertinent 
to the study. 

The book covers all phases of financial 
accounting. Each item of assets and lia- 
bilities in the balance sheet, and each item 
of income and expense in the income state- 
ment, is described in conformity with 
legal decisions and accounting authority 
on the subject. In addition, there are chap- 
ters on regulatory accounting and tax ac- 
counting, as well as discussions of special- 
ized topics such as bookkeeping entries, 
false financial statements, and cash and 
stock dividends. 

Here is useful information on the law 
relating to the registration of securities; 
the proper and timely disclosure of assets 
and liabilities; the presentation of capital 
structure; the regularity of dividend pay- 
ments and share repurchases; reimburs- 
able costs under cost reimbursable-type 
contracts; and the computation of income 
for federal and state tax purposes. 

In the public utility field Mr. Hills 
clearly demonstrates that regulatory ac- 
counting is not the same as common ac- 
counting. 


* Published by Little, Brown and Company, 
Boston, Mass., $10.00. 





The chapter on bookkeeping entries is 
valuable in showing the evidentiary qual- 
ity of entries made, as well as the lack of 
penalty for failure to make entries. The 
book has a particularly useful discussion 
of the determination of profits from in- 
fringement. The treatment of allocation of 
costs and of general and administrative 


expenses represents a new approach to the | 
problem of infringement accounting con- | 


sistent with the complexities of modern 
business. 


A PRIMER TO THE 
AUTOMATIC OFFICE* 


By William Eustis, Gilbert Dresser, 
Franklin Wyman, Jr., and 
William Alden 


This primer is for those who want to 
know what office automation is and how to 
apply it to their offices. The primer sup- 


plies its own definition to the word “‘auto- | 


mation” and traces the evolution of the 
word by quoting the definitions of authori- 
ties. Factory and office automation are il- 
lustrated by diagrams. The study notes that 
a thorough analysis of the present system 
is necessary before specific machines for 
automation are investigated; and, where 
automation is economical, it is fairly easy 
to obtain because there is now a whole 
range of new standard machines. 


* Published by Automation Management, Int, 
Westboro, Mass. $7.50. 


CREDIT MANUAL OF 
COMMERCIAL LAWS* 


The 1957 edition of the Credit Manual 
of Commercial Laws begins with a chap- 
ter on new federal laws and their impinge- 
ments on financial operations of com- 
panies. Also included in the 1957 edition 
are digests of the latest legislative and 
legal rulings in such areas as bulk sales, 
laws of contracts, mechanics’ liens, chattel 
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mortgages, assignments of accounts re- 
ceivable, trust receipts, statutes of limita- 
tions, conditional sales, retail installment 
sales, the use tax, usury, wage assign- 
ments, bad checks, bonds on pore im- 
provements, and legislation affecting ex- 
ports and imports. 

A feature of the new edition is a statis- 
tical roundup, by states, of banks which 
clear depositors’ checks at face value. 

Not a substitute for attorneys’ services 
nor a textbook, the Manual does place at 
the executive's fingertips, in a single vol- 
ume, a comprehensive digest of federal 
and state statutes pertinent to his everyday 
problems and procedures. 





* Published by the National Association of 
Credit Men, 229 Fourth Avenue, New York 3, 
N. Y. $10.00. 


STANDARD HANDBOOK OF 
BUSINESS TAX TECHNIQUES* 


By J. K. Lasser, Tax Institute 


With many examples to show practical 
applications, the kook deals with the tax 
in relation to dividends; rent; royalties; 
compensation; advertising, research, and 
development costs; buying or selling a 
business; the family-owned business; and 
areas requiring management decisions. 
Each topic is covered in two ways, with 
descriptive material, and with an example 
containing practical information. 


* Published by McGraw-Hill Book Company, 
Inc., 330 West 42nd Street, New York 36, 
N. Y. $14.00. 


FACTORS IN EFFECTIVE 
ADMINISTRATION* 


The study represents the combined 
thinking of teachers and administrators 
in 20 universities on three questions: 
(1) what factors contribute to success in 
an administrator; (2) in training or 
educating the executive, what should be 
our goals; and (3) what are leading uni- 
Versities doing to train administrators. 
The report also analyzes the more spe- 
cific knowledge, attitudes, or facilities 
involved in such areas as the processes 
of administration, organizational be- 
havior, human relations, decision-mak- 
ing methods, and the integration of op- 
erating functions. 





* Published by the Graduate School of Busi- 
ree Columbia University, New York 27, N.Y. 
025. 


OTHER BOOK ENTRIES ‘ 


MANAGEMENT ACCOUNTING: TEXT ANB 
Cases. By Robert N. Anthony. Richard 
D. Irwin, Inc., Homewood, Ill. $7.50. 


RETAIL MERCHANDISE ACCOUNTING. By 
Herman F. Bell. The Ronald Press 
Company, 15 East 26th Street, New 
York 10, N. Y. $12.00. 
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SPEAKING OF 
ELECTRONICS... 


7 Have you read APPRAISING THE ECONOMICS OF ELEC- 
* TRONIC COMPUTERS? 


<2. An executive vice president writes: 


10m 


“We think the latest publication by Controllership Foundation, 
Appraising the Economics of Electronic Computers, is one of the 
best publications we have ever seen on the subject. There is some 
real meat in it instead of a lot of theoretical gobbledegook which is 
found in most of the publications on electronic computers.” 


400 newspapers presented to their readers this column by Sam 
Dawson, financial editor, Associated Press: 





Everybody’s Business 


Advice Upon Entering Into This Electronics Age 


The foundation’s study points out that a 
large-scale computer costs from $500,000 to 
$600,000 a year to operate and the annual cost 
of a medium scale one is from $125,000 to 
$200,000. Programming—preparing the data 
to be fed into the machines—may run as high 
as $250,000. 








By SAM DAWSON 
NEW YORK (#—If your problem is whether 
to turn to a mechanical brain to do your office 
work there’s a word of warning today. 
First make sure just what you need done, 
what it will cost to do it, how much a saving 


if any there will be, which machine can do 
your particular job best, and whether you want 
to rent or buy one. 

Many companies are debating their next 
step into the electronic age. The advice to 
make a full, even if expensive, study first is 
given today in a report by Controllership 
Foundation, Inc., research arm of the Control- 
lers Institute of America. 

The rewards can be large. The report says 
that for some companies the savings in clerical 
cost can run as much as a million dollars an- 
nually. There are also competitive advantages 
to be gained, particularly in research and im- 
proved management meth: 


A Mistake Can Be Costly 
But a mistake in entering the field can be 


costly. 

Mechanical brains can’t be had for peanuts. 
The cost of operating one often is high. If they 
break down, make sure ahead of time where to 
turn. And remember that the dizzy pace of the 
electronic industry means constant improve- 
ments—in other words, rapid obsolesence. 





Companies turning to mechanical brains 
have a further problem—to buy or to rent. Tax 
considerations enter in, also the availability of 
capital in a tight money era, and sometimes 
the company’s general policy. 


Offers Rule of Thumb 


The foundation report offers one rule of 
thumb: “Based on a conservative five-year 
amortization rate, rental is cheaper than out- 
right purchase on a one-shift operation; pur- 
chase is somewhat cheaper than rental on a 
two-shift basis; purchase is _ significantly 
cheaper than rental on a three-shift basis.” 

If your calculating problems are relatively 
so small that you couldn’t keep the machine 
busy for even one full shift, there are centers 
maintained by the big computer makers where 
firms can rent their usage for a particular 
problem or for recurring but occasional prob- 
lems. Programming may easily be the biggest 
cost. 

Obsolesence is also a factor in the decision 
to rent or buy. 
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A CASE HISTORY IN PLANNING FOR ELECTRONICS ...........--.. $4.00 
ELECTRONICS IN BUSINESS: A DESCRIPTIVE REFERENCE GUIDE ..... $2.00 
ELECTRONICS IN BUSINESS: SUPPLEMENT NO. 1 ............--- $3.00 

















EXAMPLE C 
Ordering cost — 1.23 orders per month 





X $10 per order, or $12.30 
Average investment $1,300 = 2 or 

$650 X 2% = 13.00 
Total cost per month $25.30 


In Example A above, we incurred a 
monthly cost of $82, which is in excess of 
the optimum cost by $56.70 per month, 
as per Figure I because we ordered in lots 
too small to obtain the maximum benefits 
established at the optimum buying level. 

In Example B above, we incurred a 


An Approach to Selecting Economic Buying Quantities (cominued from page 112) 


monthly cost of $62.67 which exceeds the 
cost at the $1,300 optimum ordering 
point of $25.30 by $37.37 as per Figure I, 
because we ordered in lots larger than that 
specified by the buying chart. 

In evaluating the selection of the buy- 
ing level to incur minimum cost only, 
recognition must be given to the avail- 
ability of quantity discounts at buying 
levels beyond the optimum. In doing this 
it is only necessary to compare the monthly 
dollar value of the discount offered to the 
penalty of buying at the new level. This 
will provide the answer as to which is 





How to EXPLORE 
PUNCHED-CARD 


METHODS 


Without Capital Investment 





If you are seriously thinking 
about installing punched-card 
equipment to get the speed and 
economy of automatic methods 
in your office, here’s a way to 
save time, trouble and money. 

Before you make any major 
investment, let STATISTICAL help 
you “guinea-pig” the proposed 
operations. Working with a 
“pilot”’ set-up of your contem- 
plated installation, we can 
quickly help you arrive at the 
most practical answer for your 
needs. A preliminary exploration 
can serve to (1) confirm your 


s{c 





initial thinking so you can pro- 
ceed with the installation; (2) 
prove that the work can be han- 
dled more economically through 
STATISTICAL; or (3) show that 
the job should be done manually. 

Remember, it’s easier and 
cheaper to discontinue an out- 
side service than to scrap your 
own installation. 

That’s why it’s a sound invest- 
ment to talk it over with sTATIS- 
TICAL and get a factual appraisal 
of anticipated costs. Just phone 
our nearest office. 


STATISTICAL TABULATING CORPORATION 


Established 1933 * Michael R. Notaro, President 


NEW YORK 
80 Broad St. 
WHitehall 3-8383 


CHICAGO 
53 W. Jackson Blvd. 
HArrison 7-4500 


NEWARK 
Nat’l-Newark Bldg. 
MArket 3-7636 


411 N. Tenth St. 


CLEVELAND 
1367 E. 6th St. 
SUperior 1-8101 





ST. LOUIS 
TABULATING 
CALCULATING 
TYPING 
TEMPORARY 
OFFICE 
PERSONNEL 


MAin 1-7777 





truly the most economical point at which 
to buy. 

In evaluating the economies of buying 
in quantities different from that specified 
by the buying chart, when quantity price 
discounts are involved, let’s assume: 


1. Our requirements are $1,600 per 
month. 

2. The optimum buying point is $1,300, 
as per Figure I. 

3. A 3% discount is offered if we buy in 
$8,000 lots. 


The answer: 


Monthly penalty for buying in $8,000 lots 
as per Figure | 

Less savings in price for buying in lots of 
$8,000 or $240, however, this repre- 
sents 5 months’ supply so the monthly 
saving is $240 — 5, or 48.00 


$57.00 





Excess of monthly penalty for buying in 
$8,000 lots over price savings offered in 
this quantity 








We feel we have fulfilled our objective 
of providing harried buyers with a simple, 
workable basis for providing some split- 
second know-how in the area of inventory 
costs. 

If the elements of costs used for pur- 
chasing and possessing inventory appear 
representative of the costs you may feel 
are being incurred in your organization, 
we suggest that you think seriously about 
the effect of such an approach upon your 
own buying program. I might add that if 
purchasing and inventory possession costs 
vary widely from those used in the ex- 
ample, it is a relatively simple matter to 
prepare new penalty tables if you are 
mathematically inclined. 

As a word of caution, if you ever em- 
bark on a program such as this and place 
facsimile tables in regular use, it is sug- 
gested that your management lay down 
certain rules which govern those condi- 
tions, such as strikes, commodity short- 
ages, and other emergencies, where sound 
business practice dictates a buying pro- 
gram which deviates from this so-called 
optimum. 

In addition, this approach will not be 
too effective in cases where deliveries are 
arranged to fit special circumstances, 
where only sporadic requirements exist, 
where highly specialized materials are re- 
quired and scarcities exist, or where basic 
commodity markets are such that amounts 
are largely determined by suppliers. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 
6 CHURCH STREET ATLANTA 


CHICAGO 
NEW YORK. N. Y. ST. LOUIS 


BOSTON 
PHILADELPHIA 
PITTSBURGH 
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TRAVELETTER SYSTEM 
the efficient way of Travel Expense Reimbursement 








ANYBODY'’S WAY TRAVELETTER SYSTEM 
Salesmen Salesmen 
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home office performs home office performs 
3O operations per week 11 operations per week 


to reimburse 1© salesmen to reimburse 10 salesmen 
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You will readily see that the Traveletter 
System greatly simplifies accounting procedures, eliminates cash advances, and protects 
your travelers from being stranded without funds. The system offers these and other 
benefits at operating costs lower than those entailed by ‘‘conventional’’ procedures. 


The list of Traveletter clients reads like a blue book of American industry. Every year 
96.4% of those clients renew their contracts—with good reason! 


If your company has ten or more people on the road, then you'll want to learn about 
Traveletter, and about the advantages it has for you. Phone, wire, or write for the 
full story. 


SINCE 1894 # 


Valder Eb yt lV 


GREENWICH, CONNECTICUT 


me eC! 












Aid to Education 

In 1956, business and industry gave an 
estimated total of $100 million to higher 
education, according to the Counsel on 
Financial Aid to Education. This estimate 
represents an increase of $25 million over 
1954 with a gain of $60 million since 
1950. 


Business Reading 

The typical American business execu- 
tive, according to an AMA survey, spends 
four hours a day in the office and one hour 
a day at home perusing business reports 
and correspondence, books, newsletters, 
and business magazines. Some ten hours 
a week of his leisure time is devoted to 
newspapers, magazines, and books. All 
but 20 per cent of those surveyed said that 
some of their reading time was wasted 
and the most frequent complaint was on 
“wordy or repetitious material.” Memos 
and reports eat up almost a third of the 
executive reading time, with correspond- 
ence running a close second; together the 








Notes 


two account for 60 per cent of his total 
business reading. He spends a sixth of his 
total reading time on business magazines ; 
in addition to the business magazines cir- 
culated by his company he has personal 
subscriptions to an average of eight other 
magazines. Most of what executives must 
read originates with other executives and, 
concludes the survey, if executives gener- 
ally were to make a determined effort to 
clarify their own written communications, 
it seems safe to say that the executive 
reading problem would not be half the 
headache it is today. 


This Electronic World 


A tiny device called a “‘Cryotron” may 
replace tubes and transistors in elec- 
tronic computers, its developer claims. 
The Cryotron consists of hair-thin wire 
wrapped around a piece of straight wire 
one-tenth of an inch long. When held 
under low temperatures, 450 degrees be- 
low zero Fahrenheit, the metal in the 
straight wire allows the current to flow 
through without any resistance. The 


CONTROLLERSHIP INFORMATION SERVICE § 


little coil, however, produces a magnetic 
field which can control the flow of cur. 
rent. 

* 


IBM has announced a new large scale 
electronic computer, the 709, which is 
designed to help business management 
solve its problems scientifically. The 709 
is the first equipment of its capacity that 
can work with equal facility on both 
commercial and scientific or engineer. 
ing calculations. The 709 systems will 
vary considerably as to the number of 
units used, but a typical system would 
lease for around $56,000 a month or sel] 
for about $3 million. New features of 
the 709 include conversion instructions 
which permit the machine to perform 
rapidly calculations on data prepared in 
number systems other than 709’s basic 
system of binary arithmetic. 


The annual legal reserve liability 
statement of New York Life Insurance 
Company, filed on magnetic tapes, has 
been certified by the New York State 
Insurance Department. This is the first 
time that individual policy records filed 
on magnetic tapes have been used to de- 
termine legal reserve liabilities in the 
insurance field. 

e 


American business has spent about a 
half-billion dollars to rent or buy elec- 
tronic computers. 


INTERNAL AUDITORS OF BANKS—TO WHOM DO THEY REPORT? 


Recently Controllership Foundation received the following inquiry: 


As a general practice in banks, to whom do internal auditors make their periodic 
reports—the President or the Board of Directors? 


Since the inquiry came from a large 
bank located in metropolitan New York, 
a “quickie” check was directed to six of 
the larger banks in the New York-Phil- 


adelphia area. The wide variance in prac- 
tice even in the small number of fairly 


similar banks, as shown in the tabulation 
below, made us curious about the way this 


is handled in other banks in other metro- 
politan locations. We would appreciate 
getting information from additional banks 
throughout this country and Canada. 











Bank A Bank B Bank C Bank D Bank E Bank F Bank G 
Internal auditor No Yes Yes No No No No 
mentioned in 
by-laws 
Internal auditor No Yes Yes Yes No No No 
is the comp- 
troller 
Internal auditor Yes No No No No No No 
is the assistant 
comptroller 
Internal auditor Comptroller President and the President and Either to the Indirectly to the Vice Pres'dent and _ President 
reports to (Comptroller Chairman of the Board of Directors, Chairman of the Board of Directors Comptroller, who 
reports to the Bank, who is also in accordance with _— Board or to the through a Directors _ reports direc‘ly to 
Board of Directors). Chairman of the by-laws. chief executive of Examining the President and 
Board, although the bank. Committee, Board of Directors. 
by-laws specify that consisting of three 
he shall report to directors and the 
Board of Directors. President. 
re ee er rr re ree NE MARCH 1957 
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Research and Development Costs 

Private industry, in 1953, spent $3.7 
billion on research and development costs. 
Of this total, $2.3 billion was financed by 
industry and the remaining $1.4 billion 
was financed by the Federal Government. 
An additional $100 million was spent by 
industry for work performed by colleges 
and by outside laboratories or other or- 
ganizations. Eighty-five per cent of the in- 
dustry cost was accounted for by com- 
panies having 1000 or more employes. 

As the percentage of sales, again based 
on companies with 1000 or more em- 
loyes, the research and development costs 
fy industry were as follows: 





Industry % 
Aircraft and Parts 8.9 
Electrical Equipment 5.9 
Professional and Scientific Instruments 4.7 
Chemicals and Allied Products 2.5 
Machinery 2.0 
Fabricated Metal Products and Ordnance 1.3 
Rubber Preducts 3 
Petroleum Products and Extraction 0.7 
Primary Metal Industries 0.3 
Food and Kindred Products 0.2 
All Industries 7 


Data for this table came from the Bu- 
reau of Labor Statistics and the National 
Science Foundation. 


Plant and Equipment 
Investment Programs 

In the years 1947-56 inclusive, busi- 
ness spent over $250 billion on new 
plant and equipment, according to the 
Office of Business Economics, U. S. De- 
partment of Commerce. Manufacturers 
and public utilities invested $104 billion 
and $36 billion respectively while com- 
mercial and communication companies 
spent $78 billion. Other expenditures 
were in the categories of mining, rail- 
roads and other transportation. 


State Tax Revenues 

In the last three years at least 35 states 
have made or are now making special tax 
studies, mainly to see how present tax 
structures can be shored up to support in- 
creased revenue needs. Some 40 states have 
made major tax studies since 1946. 


The Compleat Angler 


RCA has announced a portable elec- 
tronic device which finds fish, from sar- 
dines to whales, from a depth of 18 inches 
to 500 feet. The device also tells the 
angler about schools of fish or a single 
strageler, and identifies size and type and 
indicates the most likely spot to dangle 
the bait. The fish-finder uses an indicator- 
scope and a transmitter-receiver unit for 
focused ultra-sound impulses sent down 
through the water. Fish that interrupt the 
sound waves are projected as “blips” on 


the scope. 
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ONE DRAWING 
IN THOUSANDS- 


A LARGE Eastern designer and man- 
ufacturer of machine tools is saving 
space, time and personnel through 
: unitizing its file of 
400,000 drawings 
| in Filmsort Aper- 
= i ture cards. These 
drawings, indexed for frequent refer- 
ence in 3 x 5 cards, are simply filed 
and easily accessible. The rapidly ex- 
panding company adds to its drawing 
file at the rate of 30,000 annually ... 
yet to date, one clerk using the Film- 
sort system handles all filing, referrals 
and enlargement prints in connection 
with the drawing file. 
The adaptation of Filmsort to the 











engineering drawing field represents 
one of the largest potentials for this 
system of unitized microfilm, as it 
makes possible mechanized methods 
for handling, sorting and reproduc- 
tion of filmed drawings. Yet this is 
but one of many applications for this 
modern record keeping system. For 
single or multiple document files— 
land title records, personnel files, 
hospital case histories, research re- 
ports— Filmsort provides the factors 
of versatile card filing systems, me- 
chanical sorting and reproduction of 
microfilmed records. Filmsort makes 
microfilm a practical tool for active 
daily use. 


FILMSORT DIVISION 
DEXTER FOLDER COMPANY 


A Division of Miehle Printing Press and Mfg. Co. 
Pearl River, New York 
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Perhaps We 
Can Help You! 


Do you recognize 
your problem here? 





° MISFILES 


(loss of time & money) 


e RETENTION 
SCHEDULES 


(how long should you legally hold 
files?) 


e SYSTEM OF FILING 


(is your method the best for you?) 


e SPACE SAVING 


(eliminate unessential papers) 


There are times in the life of every 
company when a thorough check of the 
filing system will save dollars in space 
and labor. Record Controls, Inc. is pre- 
pared to give your company its skilled 
professional assistance and advice on any 
problem connected with records mainte- 
nance. 


Whether you might need a retention 
shedule for aging records, a cure for 
misfiling, or an introduction to the newest 
machine methods for records identifica- 
tion, it will be worthwhile for you and 
your company, to call on Record Con- 
trols, Inc. 


RECORD CONTROLS is a nationally- 
known skilled organization for developing 
efficient records systems and _ providing 
the necessary tools for maintaining them. 


We do not sell supplies or equipment 


RECORD CONTROLS, INC. 


209 S. La Salle Street, Chicago 4, Illinois 
60 E. 42nd Street, New York City 17, New York 














TOP MEN... 

Joseph C. Huehn is president of Adler 
Frames, Inc., St. Louis, Mo. Mr. Huehn 
retired as comptroller of National Bear- 
ing Division of American Brake Shoe 
Company in St. Louis on February 1. He 
has been active in Controllers Institute, 
having served as president of the St. 
Louis Control (1947-48), as national di- 





MR. HUEHN MR. KELLY 


rector (1953-56) and vice president for 
Region VII (1955-56). . . . Western 
Auto Supply Company of Kansas City, 
Mo., has elected Simon C. Kelly as pres- 
ident. 


PROMOTIONS... 

John B. Green and John A. Hanson, Jr. 
have been appointed assistant comptrollers 
of Solvay Process Division, Allied Chem- 
ical & Dye Corporation. Solvay is located 
in Syracuse, N. Y... . Frederick R. 
Atcheson has become divisional merchan- 
dise manager of Home Furnishings of 
Frederick & Nelson, Seattle, Wash. .. . 
James H. Black was appointed controller 
of Celanese Corporation of America, New 
York. . . . Russell A. Clayton was elected 
vice president and assistant treasurer of 
Kaiser Aluminum & Chemical Corp., Oak- 
land, Calif. . . . John P. Hanson was ap- 
pointed treasurer of Rockefeller Center, 
Inc., New York. 

The Firestone Tire and Rubber Co., 
Akron, Chio, elected Harvey H. Hollinger 
as vice president in charge of finance. . . . 
Joseph M. O'Connell was elected control- 
ler of Newsweek, New York... . W. J. 
Pennington was recently named business 
manager of the Seattle Times, Scattle, 
Wash. . . . Lawrence H. Pexton is now 


treasurer of General Radio Company, 





Cambridge, Mass. . . . Russell D. Rich. 
ardson was elected treasurer of Tidewater 
Oil Company, San Francisco, Calif. 


Donald B. Stein has been appointed con- | 


troller of Reading Company, Philadelphia, 
Pa. . . . Norman L. Witt was elected vice 
president and treasurer of the Angostura- 
Wuppermann Corporation, New York, 
. . . Howard T. Wenner was named con- 





MR. YOUNG 


troller of Scott Paper Company, Chester, 
Pa. 

Harold E. Young was elected controller 
of Federal Pacific Electric Co., Newark, 
N. J. . . . Andrew J. Grant was named 
controller of the Clark Controller Com- 
pany, Cleveland, Ohio. . . . Loren W. 
Odell is controller of Edcliff Instruments, 


Monrovia, Calif. . . . Robert H. Shirley 
is now controller of Viking Industries, 
Canoga Park, Calif. . . . W. Taggert was 


made controller of McCann Erickson, Inc., 
New York. 


NEW APPOINTMENTS .. . 

Donovan H. Tyson has been elected vice 
president and treasurer of Allen B. Du 
Mont Laboratories, Inc., Clifton, N. J. 
. . . §. H. Durkee was elected vice presi- 
dent, treasurer and a director of his com- 
pany, the Superior Oil Company, Los 
Angeles, Calif. . . . John A. Handy, Jr, 
vice president and controller of Chemical 
Construction Corporation, New York, was 
elected to his corporation’s board of di- 
rectors. . . . John C. Grace was elected 
vice president of finance of Burton-Dixie 
Corporation, Chicago, IIl., and will retain 
the title of controller. . . . Henry Key- 
serling has been elected a partner of Cre- 
sap, McCormick and Paget, management 
consultants, New York, with which he has 
been associated since 1953 following serv- 
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MR. HANDY 


ice with Plymouth Cordage Company, 
Plymouth, Mass., as vice president and 
comptroller. 

Henry F. Chadeayne has been ap- 

inted executive director of KETC, 
which is affiliated with the St. Louis Edu- 
cational Television Commission. He suc- 
ceeds Arthur H. Compton, former chancel- 
lor of Washington University. Mr. Cha- 
deayne, who is president of the St. Louis 
Control of Controllers Institute, previ- 
ously had served for 23 years as treasurer 
of General American Life Insurance Com- 
pany. He has been active in many profes- 
sional, civic and service organizations in 
St. Louis. 


NEW CONNECTIONS .. . 

H. F. Appelstein was appointed treas- 
urer of the Lewyt Corporation, Long Is- 
land City, N. Y. . . . Thurber H. Bierce 
has joined Reliance Manufacturing Com- 
pany, New York, as treasurer. . . . James 
E. Caldwell recently became controller of 
Montgomery Ward & Co., Chicago, III. 

Hamilton DeGraw is controller of Bal- 


timore Salesbook Company, Baltimore, 


Md. . . . George M. Ebert is now con- 
troller of Clemco Aero Products, Inc., 
Compton, Calif. . . . Howard S. Hevern 
is president and chairman of the Board of 
Rinde S.A. in Caracas, Venezuela. 

Donald S. Perley is controller of the 
Government Products Division of Rheem 
Manufacturing Company, Downey, Calif. 
... H. T. Rappe is controller of Ameri- 
can Seal-Kap Corporation of Delaware, 
New York. . . . Arthur G. Sattler re- 
cently became controller and assistant sec- 
tetary of Vinnell Steel Company, Pomona, 
Calif. . . . Rolfe Wyer has become treas- 
urer and controller of Pachmayr Corp., 
Los Angeles, Calif. 


COMPANY CHANGES... 

Harry Jeffries was elected executive vice 
president-administration and a director of 
Sinclair Oil Corp., New York. . . . O.P. 
Thomas was elected vice president of the 
same corporation. . . . Ford Motor Com- 
pany has announced the appointment of 
J. B. Lawson as general manager of the 
Automatic Transmission Division in De- 
troit and Frank X. Bujold as general man- 
ager of the Foundry Division at Dearborn, 
Mich. . . . William B. Devlin, controller 
of Cerro de Pasco Corporation, New 
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MR. CHADEAYNE 


MR. HEVERN 


York, has been elected controller of Cerro 
de Pasco Corporation (Delaware), a 
newly organized subsidiary. He will con- 
tinue his responsibilities with the parent 
Organization. . . . Frank J. Griffin has 
been elected assistant controller of W. R. 
Grace & Co., New York; he had formerly 
been controller for the firm’s Davison 
Chemical Company Division in Baltimore, 
Md. 


SPEAKERS .. . 

Marion H. Simpsen, controller of R. G. 
LeTourneau, Inc., Longview, Texas, a 
member of Controllers Institute, addressed 
the Ark-La-Tex Chapter of the Institute 
of Internal Auditors recently at Shreve- 
port, La., on the subject of “The Internal 
Auditor and Company Reports.” Mr. 
Simpsen is also a member of the National 
Association of Cost Accountants. .. . 





MR. BUJOLD 





MR. DEVLIN 


Paul J. Kremer, assistant treasurer, Buffalo 
Slag Company, Buffalo, N. Y., led a dis- 
cussion on “Cost Accounting Manuals” at 
a joint session of the annual meetings, in 
Los Angeles on February 10-16, of the 
National Sand and Gravel Association and 
the National Ready-Mixed Concrete Asso- 
ciation. Mr. Kremer served as chairman of 
a committee of the two associations which 
developed the manual. 

Edward H. Eaton, comptroller and treas- 
urer, Pittsburgh Forgings Company, ad- 
dressed the Fourth Annual Accounting 
Forum of the Student Accounting Associ- 
ation of Duquesne University on the sub- 
ject of “Why a Liberal Education for the 
Accountant?’ Mr. Eaton is a CPA and a 
past president of the Pittsburgh Control 
of Controllers Institute. . . . T. W. Bry- 
ant, general controller, the Cuneo Press, 
Inc., Chicago, Ill., recently addressed 





exceed $200,000,000. 


Responsibilities will 


ferred age 40 to 50 years. 


2 Park Avenue 





FINANCIAL VICE PRESIDENT 


$50,000 
(Plus bonus and stock option) 


We have an unusual opportunity for a top industrial 
financial executive, qualified to assume broader responsi- 
bility with our company within five years. Present sales 


include 
Treasurer and Controller, as well as review of budgets, 
profit analysis, acquisitions and banking relations. Pre- 


This position is presently unoccupied. It is an excep- 
tional opportunity for a financial executive who aspires to 
broader management responsibilities. 


Replies may be brief, and willbe treated confidentially. 
Box D 2260 
THE CONTROLLER 


supervision of our 


New York 16, N. Y. 
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Before you print 
a special form 


or go hunting for one 
from limited sources 





Check the 301 


stock forms in 
the (escor 
forms catalog 








26 in payroll forms catalog 
63 in visible records catalog 
390 stock forms in all 


It's easy and economical to buy all your 
business and accounting forms direct from 
Cesco. You'll be able to select from one of 
the most complete lines of forms found 
useful to many businesses. It is very likely 
that you will find exactly what you re- 
quire for almost every form need. 

Cesco has been known since 1900 for 
the finest in hairline registration and ex- 
act alignment punching of forms—known, 
too, for practical engineering of forms 
and systems. We can serve you on all 
your special forms needs; just give us an 
opportunity to submit quotations. 


The C. E. SHEPPARD CO. 


Established 1°00 
44-19 21st St., Long Island City 1, N. Y. 


THE C. E. SHEPPARD CO. 

















| 44-19 2ist St., Long Island City 1, N. Y. I 
I Please send catalogs checked below: I 
I C) New forms catalog “J” I 
| OJ Payroll record forms catalog “K” | 
; 0D Visible records (binder type) catalog “‘G” | 
| Name oe | 
| Firm | 
j Address — I 
| City — ———___———_Zone = 
| State | 
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Bradley University’s Association of Ac- 
countancy on “What Is a Controller— 
What Does It Take to Be a Controller?” 

Ronello B. Lewis, vice president and 
comptroller, Olin Mathieson Chemical 
Corp., New York, and Ely Francis, assist- 
ant controller, Radio Corporation of 
America, New York, were speakers at a 
meeting on February 18 in New York of 
the American Paper and Pulp Association. 
They spoke on the subject of ‘“Manage- 
ment Planning and Control.” Mr. Lewis is 
a trustee of Controllership Foundation 
and an author and lecturer on controller- 
ship, management planning and other sub- 
jects. His current book “Accounting Re- 
ports for Management” is scheduled for 
early release by Prentice-Hall, Inc. A fea- 
ture review of this book will appear in a 
forthcoming issue of THE CONTROLLER. 
The reviewer will be Ely Francis. Mr. 
Francis is a vice president of the New 
York City Control of Controllers Institute 
and was one of the organizers of the Na- 
tional Association for Business Budgeting. 








| WRITERS .. . 

Richard B. Keck, assistant comptroller 
of the First National Bank of Chicago, 
Ill., is author of an article “Let’s Raise 
Our Salaries” in the January issue of 
Auditgram. Mr. Keck is president of the 
Chicago Conference, National Associa- 
tion of Bank Auditors and Comptrollers, 
and is also serving on the Board of Di- 
rectors of the Chicago Control of Con- 
trollers Institute. 


HONORS TO... 

Controllers Institute, whose 25th Anni- 
versary annual report to its members re- 
ceived a Certificate of Special Merit in the 
15th Exhibition of Printing sponsored by 
the New York Employing Printers Associ- 
ation at the Commodore Hotel during 
“Printing Week.” Two thousand pieces of 
printed matter were reviewed by the 
judges in selecting the 800 to go on dis- 
play. 

In the picture above those participating 
in the presentation of the award are (/eft 




































to right) Ben Makela, assistant secretary 
and publications manager of the Institute; 
Murray Gault of Essanay Printing and 
Stationery Company, New York; Robert 
N. Wallis, chairman of the Board, Con- 
trollers Institute and treasurer, Dennison 
Manufacturing Co., Framingham, Mass; 
Ceil Smith Thayer, assistant editor, THE 
CONTROLLER; D. E. Browne, president of 
Controllers Institute and vice president of 
finance and controller, Lockheed Aircraft 
Corporation, Burbank, Calif.; and Paul 
Haase, managing director of the Institute. 

Mrs. Thayer planned the layout and de- 
sign of the annual report and Essanay, 
who also received a matching certificate, 
did the printing of the booklet. 





Obituary 





Bachrach 





ALLEN LESTER FOWLER, vice president 
of Day & Zimmermann, Inc., Philadel- 
phia, Pa., died on January 31, 1957 at the 
age of 59. For many years Mr. Fowler had 
been active in the affairs of Controllers 
Institute and its research arm, Controller- 
ship Foundation, Inc. He was president 
of the Philadelphia Control, 1947-48, 
served as a national director from 1949-52 
and was vice president, Region III of Con- 
trollers Institute, 1951-52. Mr. Fowler 
served also as president of Controllership 
Foundation in 1953-54 and as one of its 
trustees from 1952 until the time of his 
demise. 


THE CONTROLLER *-MARCH, 1957 





The fi 
closely 
econor 
nual 1 
which 
lows: 


YEAR 
1956 
1955 
1954 
1953 
1952 
1951 
1950 
1949 
1948 
1947 
1946 
1945 
1944 
1943 
1942 
1941 
1940 
1939 
1938 
1937 
1936 
1935 


The 
and e 


gross 
highes 








[ 
MARCH 
APRIL 2 
MAY 15 
NOVEM 


MARCH 
MAY 2¢ 
JUNE 2 














etary 
tute; 

and 
obert 
Con- 
nison 
lass. ; 
THE 
nt of 
nt of 
craft 
Paul 
tute. 
1 de- 
nay, 
cate, 








lent 
Jel- 
the 
had 
lers 
ler- 
ent 
48, 
-52 
on- 
ler 
hip 
its 
his 











’ 


A grand total exceeding $114 billion in 
securities representing 10,528 new issues 
has been filed with the Securities and Ex- 
change Commission since its founding in 
1935, states Commerce Clearing House. 
In a review of SEC history, the report 
points out that the 1956 filings of $13 bil- 
lion set a record in annual dollar volume. 
The figures show that the filings followed 
dosely the rising trend of the national 
economy. For comparison, a list of the an- 
nual number of registration statements 
which became effective, and amounts, fol- 
lows: 


REGISTRATION AMT. OF ISSUES 

YEAR STATEMENTS (in millions) 
1956 833 $13,096 
1955 779 10,960 
1954 631 9,174 
1953 593 7,507 
1952 635 9,500 
1951 487 6,459 
1950 487 5,307 
1949 429 5,333 
1948 435 6,405 
1947 493 6,732 
1946 661 7,973 
1945 340 3,225 
1944 221 1,7€0 
1943 123 659 
1942 193 2,003 
1941 313 2,611 
1940 306 1,787 
1939 344 2,579 
1938 412 2,101 
1937 840 4,851 
1936 689 4,835 
1935 284 913 


The 1956 figures reflect a prosperous 
and expanding economy with an annual 
gross product of over $400 billion—the 
highest in history, the review says and 
adds: 

“At the same time, they are accompa- 
nied by conditions calling for increased 


SEC Registers $114 Billion in 22-Year Span 


vigilance and re-examination of policies to 
make certain that they are in tune with de- 
mands of the times.” 

Another record was set when the num- 
ber of broker-dealers registered with the 
Commission in 1956 reached a peak of 
approximately 4,670, the report notes. 

ihe Commission increased its emphasis 
upon enforcement of the federal securities 
laws during 1956, and has stepped up its 
broker-dealer inspection program nearly 
24 per cent. A total of 949 inspections 
were made in the first 11 months of 1956, 
against 767 in the corresponding period 
of 1955. 

The number of enforcement proceed- 
ings also increased. More injunctions were 
obtained in the federal courts by the Com- 
mission in the last six months of 1956 
than in the preceding 12 months. 

Increased attention has been given to 
offerings made without registration upon 
some claim of exemption, to ascertain 
whether the claim is well founded, as well 
as to prevent fraud in such offerings. 

A “Small Issues Branch” was estab- 
lished in the Commission to insure effec- 
tive administration of a revised exemptive 
regulation issued in July 1956. This regu- 
lation clarifies the applicable filing re- 
quirements of conditionally exempted 
small issues of $300,000 or less and in- 
cludes increased protection for the invest- 
ing public against misuse of the exemp- 
tion. 

A revision of the Commission’s proxy 
rules providing specifically for contests for 
company control became effective January 
30, 1956. As a result, stockholders are 
better informed on how to exercise their 
voting franchise in such battles. 








MARK YOUR CALENDAR 








CONTROLLERS 
Date Conference 
MARCH 31-APRIL 2 Midwestern/Southern 
APRIL 25-27 Western 
MAY 15-18 Eastern 


NOVEMBER 1-4 Annual National 


INSTITUTE OF AMERICA 


Hotel City 
Muehlebach KANSAS CITY 
St. Francis SAN FRANCISCO 
Sheraton ROCHESTER 
Greenbrier WHITE SULPHUR 


SPRINGS, W. VA. 


OTHER ORGANIZATIONS 


MARCH 21-22 
MAY 26-29 
JUNE 24-28 
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AMERICAN TRADE ASSOCIATION EXECUTIVES 
INSTITUTE OF INTERNAL AUDITORS 
XI INTERNATIONAL MANAGEMENT CONGRESS 


WASHINGTON, D. C. 
LOS ANGELES 
PARIS, FRANCE 
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A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 
Cc lting Manag t Engineers 
Yonkers, N. Y. 





Park Building . 











Plant Location Studies . 
Industrial Plant Design . . 
Supervision of Construction . . . 
Engineering Reports . 

Plant Modernization . . 


Appraisals for purposes of: 
Insurance 
Cost Accounting 
Sale or Merger 
Depreciation 


Plant Ledger 


Your inquiry is solicited 


LOCKWOOD GREENE 
ENGINEERS, INC. 


41 East 42nd Street, New York 17 


Boston 9, Mass. ° Spartanburg, S. C. 














EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 






RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month 









SS snag 


Address box number replies to THE CON- 


TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





FINANCIAL-CONTROL EXECUTIVE 


VP finance, former consultant, systems di- 
rector, statistician, accountant interested treas- 
urer/controller position medium-sized com- 
pany in manufacturing, distribution or retail 
fields. Seeking increased responsibility with 
future opportunity in progressive, growing 
concern. Can develop and administrate ef- 
fective cost control program. Box 2258. 


ASSISTANT CONTROLLER 
Heavy experience includes 11 years multi- 
corporate financial statements, operating budg- 
ets, methods and procedures, manufacturing 
cost controls and expense reduction, distribu- 
tion costs, government reports, personnel su- 
pervision. Familiar with IBM and Burroughs 
accounting systems. New York area. Box 2259. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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Growing interest within local educa- 
tional circles regarding training for man- 
agerial accounting and controllership is re- 
sulting from the activity of the Education 
Committee of the Los Angeles Control of 
Controllers Institute. 

At the January 17 meeting of the Con- 
trol, George W. Green, vice president for 
business affairs and comptroller of Cali- 
fornia Institute of Technology, presented 
certificates of merit to four students of 
nearby colleges and universities. 


LOS ANGELES CONTROL GIVES MERIT AWARDS TO STUDENTS 


In the photograph above, reading from 
Mr. Green at left, are (front) : Robert A. 
Steinman, Jr., University of California at 
Los Angeles; Kenneth F. Baustian, Long 
Beach State College; Theodore R. Haas, 
Los Angeles State College; Ira Miller, 
University of Southern California; and 
W. R. Andreson, president of the Control, 
Left to right in the rear are: Professor A. 
B. Carson, UCLA; Professor Clayton Tidy- 
man, LBSC; Professor George N. Francis, 
LASC; and Professor Leslie Loschen, USC. 


Controller’s Role in Setting Prices Discussed 


Sea VALUE of the controller's contribu- 
tion to price-making decisions is almost 
in direct proportion to his comprehension 
of the actual problems of the sales and 
production departments, and of the im- 
plications of those problems in terms of 
the impact of forces external to the or- 
ganization. 

Quoting A. J. Ammon, vice president, 
American Book-Stratford Press, New 
York, the November 14, 1956 issue of the 
Journal of Commerce pointed out that the 
controller must also realize that problems 
of pricing and selling, like the problems 
of | powers, products, are highly complex 
and involve the weighing of many factors 
which are difficult to evaluate in dollar 
terms. This includes estimating the effects 
of a pricing decision on the reaction of 
customers or on competitors’ prices; on 
total consumption ; on customers’ interests, 
especially where those interests include re- 
sale or further processing. 

Experience indicates, the Journal of 
Commerce article notes, that almost every 
product may be introduced by one com- 
pany and be quite profitable for a consid- 
erable time. Quickly or gradually, others 
produce and market the same or a similar 
product. Eventually the supplier of the 
original product and its new competitors 
may increase to and be on the point where 
full demand is present at the original 
price. Increasing competition with the ex- 
isting demand leads to progressive price 
deterioration, sometimes without an off- 
setting widening of the market. 

From this point on, a number of devel- 
opments may occur. Unit margins and to- 
tal gross profits may begin, and continue, 
to decline. Or, unit margins may decline 
and total gross profit may remain constant, 






due to increments in the total number of 
units sold. Uneconomical additional serv- 
ices may be required to maintain sales, ot 
sales may be made in smaller individual 
quantities without adequate compensatory 
price adjustments. 

The controller's records should reflect 
the history of each product throughout 
these various changes. Such records may 
indicate need for remedial action, some- 
times extending to abandonment of the 
product. It is often just as important, the 
article notes, to know when to get out of 
the market for a particular product as 
when to get in. 

The records and reports maintained by 
the controller should help to maintain flex- 
ibility in the organization’s total output 
and sales mix, to the end of maintaining 
and improving over-all profits. These rec- 
ords should make it possible to know the 
sources, by product, of the net profits of 
the enterprise and what improvement or 
deterioration there has been in the net 
profit from each source by comparison 
with prior periods. 

In short, the article concludes, the con- 
troller can discharge his responsibility by 
being in readiness to provide the follow- 
ing information, whether or not it is re- 
quested by those responsible for making 
pricing decisions: 


1. Informative cost analysis, including 
data on full cost and breakdown of all 
costs by product into fixed and variable 
or constant elements ; 

2. Projections of the results of proposed 
pricing decisions; and 

3. Inclusion of the separate effects on 
profits attributable to price changes, 
sales mix, etc., in reports of operations. 
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